» crashes in flames

y Commission will ask EC industry ministers to

World healthcare
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Lufthansa Airbus

at Warsaw airport

A German Lufthansa A330 Airbus crashed on
landing in heavy rajn in Warsaw and burst into
Bames. Therq were conflicting reports of casualties.
Lufthansa said all 64 passengers and six crew
ontheﬂgghtfro:p Frankfurt had survived, but
Warsaw_rs_ﬁrebngadereportedthatupmmiseople
were missing and may have been killed.

crlmmh Nafta: The White House

pre an extraordinary display of bipartisan-
ship, pageaniry and salesmanship which Jaid"

to rest any doubis about President Bill Clinton's
comm_jtment to congressional passage of a North
American Free Trade Agreement. Page 18

Lafarge Coppée, French company that is one
of the world's lavgest building materials groups,
is seeking to capitalise on the strength of interna-
tional stock markets through a share issue worth
about FFr2.5hn ($446m), Page 19; Lex, Page 18

Approval nearer for steel plan: The Europesn

give outline approval to a politically sensitive
restructuring package for the Spanish steel indus-
fry next week. But the Commission conceded

that progress of the EC’s overall rescue plan would
be held up until taly and Germany had agreed
acceptable restructuring plans. The Commission
now expects final agreement in November.

Tourist killed: Holidaymakers are

trips to Florida, after the murder of a British
tourist, in the latest attack on foreign visitors
to the US siate, Page 18

Siate of emergency called: Georgias

Services fail 1o cope

parliament unanimously voted to introduce a
state of emergency for two months from midnight
on Monday. The introduction of a state of emer-
gency was one of two conditions under which
Georgian leader Eduard Shevardnadze agreed -
to withdraw his resignation, tendered to deputies
earlier in the day. The other was the suspensicn
of parliament. Earlier story, Page 2 .

French move to block film Importa: France
atepped up the campaign to prevent what it sees
as an American attempt to use the Gatt world
trade negotiations to swamp Europe with Holly-
wood films. Page 18

Olympic bid threatened: Beijing’s credibility
as a coptender to host the Olympic Games in

the vear 2000 seemed-undermined as much of

the world athletics commmmity cast doubt on

the validity of a series of astonishing results by
femaie Chinese athletes. Page §

Seat, Spanish subsidiary of the Volkswagen
groap which has just agreed a Ptal20bn ($941m)
rescue package, warned that it expected to suffer
a loss of around Ptal00bm this vear. Page 19

Optimism on US economy: The US economy
may be gathering momentum after a lacklustre
first half, with consumer prices rising 0.3 per

ceut between July and August, the biggest increase
since the spring. Page 6

Banker warns EC: Pro-Eurcopean feeling in
Germany could be at risk if the European Commu-
nity persists in treating the integration of the
former GDR as a purely German problem, said
Dresdner Bank chairman Jirgen Sarrazin. Page 3

Dietrich memorabilia bought: The family
of actress Marlene Dietrich, who died last year,
has sold almost 100,000 of her possessions to the
¢ity of Berlin for arpund $5m, to form the centre-
piece of a film musewm to be built in the city.

Russia ns gold sale: The Russian
governmg?plans to sell Rbs1,000bn ($924m) worth
aEgnldhoRussianoommercialban_ksaspartqf
the Finance Ministry’s battle to bring the gaping
bmdget deficit under control, Sergei Alexashenko,
deputy finance minjster, said. Page 3

Kasparov wins again: Reigning champion
Garry Kasparov beat UK challenger Nigel Short

in the fourth game of the London world chess

B piane

8 The traveller's guide
to beating jet lag
Management, Page 13

Better late than never

| Renewable energy

Paléstinit_ms putan
| end to rejections
Fortign afiairs, Page 16

Whart happens when
1 oil and gas run out?

" .| Page14

Jordan moves
closer to full

peace with Israel

By Mark Nicholson
in Washington and Julian Ozanne
in Jerusalem

JORDAN yesterday initialled an
outline peace agreement with
Israel, becoming the first Arab
state to reach ap understanding
with the Jewish state since Egypt
signed a full peace with its neigh-
bour in 1979. )
Just a day after Israel signed
its outline agreement with the
Palestinians, both countries ini-
tialied what they described as an
“agenda™ framing future negotia-
tlons towards an eventual peace

treaty.

Mr Yitzhak Rabin, Israel's
prime minister, meanwhile
songht to build on the momen-
tum for peace by visiting
Morocco for talks with King Has-
san, while Mr Yassir Arafat,
chaiman of the Palestine Libera-
tion Organisation, met Senate
leaders in Washington before
travelling on to the United
Nations in New York.

In Rabat, a spokesman for Mr
Rabin commented: “it is the first
time an Israeli prime minjster

has met an Arab leader out in
public, other than the Egyptian
leaders.” ’
During an hour’s meeting with
about 20 senators, Mr Arafat
requested a review and repeal of

ISHAEL AND THE PLO

Page 4
B Arafat put to the test
M End to isolation beckons

N [t’s better late ... Page 16

laws that impeded or prevented
economic or other relationships
between the US and the PLO and
repeated his strong commitment

to peace.

Mr George Mitchell, the Senate
majority leader, said the general
reaction among sepators was io
be helpful and that laws should
be changed where needed.

in sharp contrast to Monday‘s
ceremonials on the White House
lawn, the Jordan agreement was '
initialled by Mr Elyakim Rubin-

stein, bead of the Israeli delega-
tion to the peace talks, and Mr
Fayez Tarawneh, his Jordanian
counierpart in the small Thomas
Jefferson room in the State
t

The modest affair took just
over 10 minutes, after which the
two signatories shook hands
withont hesitation or embarrass-
ment. A small group of State
Depariment officials applauded.

A draft text covering the out-
standing issues between the two
sides bas been virtually ready to
sign gince last year. Jordan, how-
ever, delayed a final signing until
progress had been made on the
Palestinian-Israel negotiations.

The document contains under-
takings from both sides to refrain
from threats to each other’s secu-
rity and sets out the main areas
for fumre discussion - notably
on water rights, minor ontstand-
ing border issues and the status
of refugees. “We hope this is just
4 first step, which will follow into
an agreement based on compre-
g:l?sive peace,” said Mr Taraw-

The document calls for “steps

to arrive at a state of peace based
on Secwrity Council resolutions
242 and 338" - which demand an
Israeli withdrawal from the terri-
tories occupied since the 1967 war
— indicating that Jordan is

) . ..h'-. '/f" i ‘:
US secretary of state Warren Christopher (far right) watches
Elyakim Enbinstein after initialling an ontline peace agreement between Jordan and Israel

Rabin seeks to maintain momentum for detente with visit to Hassan of Morocco

unlikely to sign a full peace deal
with Israel until the Jewish state
has done so with others,

In Israel there were mounting
sigpns yesterday that Mr Rabin
would face an uphill struggle to

as F Tarawneh (left) shakes hands th

i

Reutar

win the parliamentary votes he
says he needs to pass the peace

agreement.
Mr Arye Deri, leader of the

Continued on Page 18

Rexrodt
abandons
peace role
in VW
‘Spy’ row

By Christopher Parkes
in Frankfurt

MR Giinter Rexrodt, German
economics minister, has unex-

abandoned his role as
peacemaker between motor
industry rivals Volkswagen and
Adam Opel, the German subsid-
lary of General Motors.

He was being kept informed on
the bitter dispute over the
alleged theft of data and possible
industrial espionage by Mr José
Igmacio Lipez de Arriorhis, the
new YW produetion divector. But
the minister was “no longer
‘active™, a spokeswoman said yes-

terday.

“Nothing has changed, and
when there is no willingness,
then it is just a waste of time,”
ghe added. Jt is understood there
are no plans for any farther con-

| tacts with either side.

Mr Franz Wauschkubhn, Mr
Rexrodt's personal spokesman,
said recently that the minister’s
aim had been to try io prevent
damzage io political and business
relations between the US and
Germany and to find a way for
the two companies “fo work
together sensibly”.

day that, by leaving the legal

Japan’s economy shrinks as demand eases

By Willlam Dawkins in Tokyo

JAPAN'S economy contracted in
the second quarter this year,
with gross national product
shrinking by 2 per cent on an
annualised basis and by 0.5 per
cent from the previous quarter,
The decline in GNP, which if
repeated in the quarier that ends
this month would mean the coun-
try was officially in recession.
will put pressure on the month-
old coalition government to
increase its plans for a further
pump-priming economic package.
due to be announced iomorrow.
Mr Yasushi Mieno, governor of
the Bank of Japan, said yesterday
he saw no evidence of imminent
recavery. However, he expectsd .

further benefits of previous eco-
nomic stimulus packages to
emerge. a

The Economic Planning
Agency, traditionally mecre opti-
mistic than the central bank, said
it still thonght there would be
recovery In the second half of the
current tax year to March.

Private sector analysts' fore-
casts for the full year range
widely, from an economic decline
to something below last year's 1.5
per cent growth, itself the lowest
for 18 years. “The trade surplus
is going up and there is no
growth in the short term. Now
let's get some policy response,”
sald Mr James Vestal, chief econ-
omist at Barclays de Zoete Wedd
in Tokyo.

The stimulatory measures due
tomorrow will be the third such

package in the past 16 months, .

during which the government
has allotted nearly Y2¢,000bn
($226bm) of public spending.
Growth reached 23 per cent in
the first quarter, holding out the
short-lived prospect of a recov-
ery.

The previcus two spending
packages have begun to flow
through, as seen in a 5.2 per cent
rise in public investment over
the previous quarter. Yet this
was not enough to offset the can-
tinued slide in external demand —
down 9.5 per cent, reflecting a
fall in exports -~ and the decline
in private consumption, down 0.6
per cent as Japanese spent less

on cars, furniture and clothes.

* Japan's trade surplus widened
to $7.54bn last month, up 7.5 per
cent from $7.02bn in the same
month last year. Shiggish domes-
tic demand and the impact of the
rising yen on the dollar value of
Japan’s exports were the main
factors. In yen terms, the surplus
fell 11.3 per cent over the same
period.

Japan’s surplus with the US,
its main trading partner, rose
from $3.13bn to $3.45bn. This
adds to strains with Washington
just a fow weeks before Mr Mori-
hiro Hosokawa meets US presi-
dent Bill Clinton for the first
time since he became prime min-
ister,

The strain on Japanese compa-

nies was highlightad vesterday
when a privat2 credit agency.
Teikoku Data Bank, reported a
3.3 per cent annualised rise in
August in bankruptcies with lia-
bilities of mere than Yiom. This
was the first increzse in four
months; compared with July,
company collapses were up 56
per cent.

One glimmet in the economic
gloom appeared yesterday with a
5.6 per cent rise from June to
July in machinery orders by the
private sector. However, overall
machinery orders, including from
the public sector and export cus-
tomers, fell 5.8 per cent after 2 2.9
per cent decline in June.

Lex, Page 18

GM planning to
acquire Japanese

car parts

By Michiyo Nakamoto in Tokyo

GENERAL MOTORS. the US
carmaker, is looking io acquire
&ne or more Japanese parts mak-
ers to increase sales of compo-
nents in the Japanese market.
Mr Philip Austin, viece-presi-
dent of GM's Automotive Compo-
nents Group in Japan, said: “To
be a strong player in any market
you need a manufacturing pres-
ence and we don't have one in

makers

week to discuss the possibility of
encouraging Japanese purchases
of US cars and car parts in an
effort to rectify Japan's huge
trade surplus.

US-made car parts have heen
more successful in penetrating
the Japanese market than US-
made cars. GM, for example, sells
more than twice as much in com-
ponents In Japan as it does in
cars, and Mr Austin said GM
expected sales to Japanese car-
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Shevardnadze risks

all for

By Leyia Bouiton in Moscow

MR Eduard Shevardnadze, the
Georgian leader and former
Saviet foreign minister, yester-

political

gamble of his carcer by
announcing he was resigning
as Georgia’s head of state.

His decision, announced
after a former ally accused him
of dictatorial ambitions for
seeking emergency powers to
save Georgia from civil war,
was rejected unanimously by
parliament.

Although Mr Shevardnadze
responded by telling parlia-
ment his decision was final,
the mcve appeared to be a
high-risk gamble to clear obsta-
cles to his policies. He later
told a rally of supporters he
would return if parliament was
suspended for three months
and he was given the emer
gency powers he wanted. If his
gamble fails, Georgia could be
plunged into even greater
chacs

“Indeed, it would seem that
no emergency situation can
save Georgia, if every time you
want to disarm some kind of
illegal bandit formation, you
found it has powerful protec-
tors,” he said, in a possible ref-
erence to Mr Jaba Joseliani,
who made the accusations
against him.

It was Mr Joseliani, one of
Georgia's freelance warlords,
who helped him return to
power after overthrowing the
former president, Mr Zviad
Gamsakhurdia

The silver-haired Mr Shev-
ardnadze, 65, also appeared to
seize on the opportunity to
shake off once and for all his
mantle as a former communist

morec

;Fi.fﬁg: ;

powers

“’Jw v

Shevardnadze: said he was resigning but may change mind

party boss. Since his return, he
has gradually consolidated
power in his own hands,
becoming prime minister as
well as head of state and par-
Hamentary speaker.

With even impartial observ-
ers suggesting that he was
returning to the ways he was
used to in running Georgia as
communist chief, Mr Shevard-
nadze has said that the crisis
facing the newly-independent
republic required emergency
measures.

The problemns have included
attempts by Br Gamsakhurdia,
to fight his way back to power
with, military force, separatism
in Abhazja and a collapsing
economy.

For unlike the present leader

of neighbouring Azerbaijan, Mr
Geldar Aliyev, another former
communist who returned to
power by overthrowing an
inexperienced nationalist. Mr
Shevardnadze prides himself
on bemng a genuine convert to
democracy. “When they slan-
der me by saying [ want to
work with communist methods
and by the laws of the commu-
nist regime, I will not bear it,”
he said.

Yesterday's announcement
was as emotional as his resig-
nation as President Mikhail
Gorbachev's foreign minister
in December 199¢.

Then he caused widespread
consternation with a warning
of impending dictatorship in
Moscow.

NOCE-OUT against
the EC, i the

umphant
Centre pariy, her hand held
high like a victoricus boxer.

Prime Minister Gro Hadem
Brundtland's Labour party
may have “won”™ Monday's
election by apping its vote and
reinforcing its hold on power
as a minority government. But
there was no doubt in Oslo yes-
terday that the advance made
by the Centre party, surging to
become the second largest
group in the Storting (parlia-
ment) on the back of Its vehe-
ment opposition to Norway
joining the EC, was the most
dramatic feature of the elec-
taoral race and one which poses
considerable problems for the
government.

Labour was under no flusion
before the election that win-
ning a referendum on EC mem-
bership sometime during the
term of the new parliament
would be an easy feat. Now
that task has been made more
difficult, with anti-EC forces,
even within Labour’s ranks,

in parliament.

The result will also have
sent a shudder through the
right-centre governments in
Sweden and Finland Not only
will opponents to the EC in
those couniries take heart
from the Norwegian election
result, but prime minisiers
Carl Bildt and Esko Aho will
have been dismayed by the dis-
mal performance of thelr ideo-
logical allies in Norway, the
Conservative party.

Under Mrs Eaci Kullman-
Five, the Conservatives, the
strongest advocates of Norwe-
gian EC membership, suffered

1983 1989
Labour 67 63
Cantre E i 11
Conservafive 2 37
Soclalst Loit 3 17
Christian Democrat 3 14
Progress 11 2
Libera! 1 o
Red Chwoice AfGance 1 1]

Fomcasta by tha Aarwagian newrs agency NTB,
Dassd an 89, 1% of he vote Tha 1985 parfament
han 184 st

their worst defeat in 30 years,
surrendering their traditional
position as the second largest
party. The Conservatives will
have just 29 seats in the 165
member parliament, while the
Centre party will have 3L,
almost thiee times Iis repre-
sentation in the previous Stor-
ting. The other right-of-cenire
forces, the Progress party and
the Christian Democrats, also
lost heavily.

Before the election the Cen-
tre party was a marginal force,

in 1920 to represent farmers,
whose proportion of the werk-
force has now fallen to less
than 5 per cent, its previons
highest share of the vote was
116 per cent in 1973, following
the 1972 referepdum rejecting
EC membership.

On Monday it won 185 per
cent of the vote as it cashed In
on widespread support for its
defence of Norway's indepen-
dence and system of high sub-
sidies to the country’s remote
rural communities.

Hugh Carnegy and Karen Fossli on voter hostility to

NORWAY'S Labour govern-
ment pledged yesterday to
press ahead with its applica-
tion for membership of ihe
Eurcpean Community and said
it believed it could sill win
domestic support despite the
big gains made by the anti-EC
camp in Monday's general
election, write Hugh Carnegy
and Earen Fossli in Oslo.
“There 1s still a majority in
parliament in favour of our
applicsifon. We are going {o
continne to negotiate to jom
the Community,” said Mr Jeuns
Stoltenberg, deputy leader of
tbe Lahour party. “The real
debate has not yet started.”

The party’s popularity was
boosted by r.hepodown-to-earth
charm of the youihfmi Ms
Lahnstein, who hammered
home a relentless message that
the EC must be rejected, earn-
ing the nickname “The No

Ms Lahnstein, party leader
since 1991, will now use the
glection resnit as a springboard
to defeat Labour’'s pro-EC strat-
egy. Ominously for the govern-
ment, the party has suggested
it may use its new-found
sivength to block ratification of
membership even if a Yes vote
is secured in a referendum.
Anti-EC stremgth In the Stor-
ting is now sufficient to block
the three-fourths majority
required for ratification,
regardless of a referendum's
cutcome.

In the face of the Cenire par-
ty's advance, Labour did well
to increase its Storting
sirength from to 67 seats,
winning support particularly
from the ant-EC Socialist Left
party through a combination of
an ambivalent campaign

Norway cold shoulders EC

the Community

stance on the EC and an
improving economic outlook

Tts task now is to secure an
EC accession agreement In
negotiations with Brussels,
which it could then sell to the
electorate as a good deal on the
key issues of oll, fish, agricul-
ture and regional policy. With
opinion polls showing &8 per
cent of voters against member
ship, Labour leaders say they
will not risk a referendum
anless they win concessions
from the EC.

Although most of the Labour
leadership is committed to
Norway joining the Commu-
pity, they are determined not
to commit political suicide
over the issue. Mrs Brundtiand
has Ieft no doubt that she
would withdraw Norway's
application if she did not win
the negotiating result sought.

Indeed, Labour leaders talk
of the “faliback™ position for
Oslo provided by the European
Economic Area trade pact,
which Oslo has approved and
which should come into for
by next year. It would give
Norway many of the economic
benefits of full membership,
alheit without the infivence to
shape policy. But they believe
it is still possible to change
opinion, just as they trans-
formed poll ratings as low as
25 per cent for Labour during
the summer into an election

“When we have a negotia-
ting result, we will start the
EC campaign,” said Mr Jens
Stoitenberg, Labour’s deputy
leader. “So far it has been a
onesided war. The No camp
has had a walk-over up until
now. “At least this election
shows the Labour party is able
to eampaign and is able to
change the minds of voters.”

Poland’s’
smaller

parties on
the block

By Anthony Robinsor
n Warsaw :

former communist party
the left wing of the Solidarity

movement. :

This is the main fioding of
the last pre-election public
opinion poll based on a sample
of 1,100 voters natico-wide. .

A clutch of smaller pariies,
including the free-maricet Lib-
eral Democratic Congress
(ELD). the right wing nation-
alist Confederation for™ am
Independent Poland (KPN), the
fdent Walesa’s nen-party
BERWR movement, are sirag
to cross the 5 per cent barrier,

The poll, financed by the
Polish government, shows that
the four leading parties - the
governing Democratic Union
(UD), the former-communist.
Left Democratic Alliance
(SLD), the former communist-
linked Polish Peasants Pariy
(PSL) and the Labonr Union
(UP) led by radical left wing . |
members of the former Soli-
darity alliance, are likely td
receive between 11 and 15 per
cent of the vote each. .

An incomplete private poll
managed by former h.igh—rqxxk-
ing Polish communists, gives
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TO TAKE CARE

OF YOU, NO MATTER
THE SIZE

OF YOUR FLEET.

&

TRUST US FOR CONVENIENCE.
As Britain's largest fast-fit company with over 540 centres
nationwide we are handily placed wherever you are,

We were the first national comprehensive tyre supplier to
be awarded British Standard 5750 for service.

TRUST US TO HAVE IT.
With a vast range of products always in stock we can
solve the problems of a diverse selection of vehicles, from
forklift trucks to vans. Motorbikes to HGV's.

TRUST US TO BE PROPERLY TRAINED.

The ATS Group Training Centre not only trains the
centre technicians to City and Guilds standard;

but rigorously trains managerial and supervisory staff in
planning, communications, team leadership and man

management, ensuring staff at all levels

offer you a professional service.

TRUST US TO BE THERE 24 HOURS A DAY.
ATS operate a computerised breakdown service with
1100 recovery vehicles on standby 24 hours a day for
roadside breakdown of commercial vehicles.

TRUST US TO EFFICGENTLY CONTROL YOUR
OPERATING COSTS.

By operating a professional management service and by

guaranteeing to replace only what is required, ATS help

you to reduce unnecessary operating costs.

Ceasefire agreed
by Croat and
Bosnian leaders

By Frances Williams In Geneva
and Gifian Tett in London

THE presidents of Bosnia and
Croalia yesterday agreed to an
immediate halt to fghting
bet inly Moslem gov.
erament troops and Croat
forces in central and-
south-west Bosnia.

Croatian President Franjo
Tudiman said after talks in
Geneva with Mr Alja Izetbeg-
ovic, the Bosnian leader, that
they had signed a ceasefire
accord.

He said the ceasefire would
come into effect “immedi-
ately”™, although the agreement
calls for z halt to Hghting by
Et_mon on Saturday “at the lat-

commanders on the ground,
Mr Tudiman claimed the Bos-
nian Croai leader, Mr Mate
Boban, who was not in Geneva
(y:ﬁ.terday, would respect the

Despite the accord it
yesterday there was
still no agreement over when
Bosnian peace falks might
reconvene, although Mr Tudj-
man and Mr Izetbegovic have
agreed to establish working
parties to discuss points aof
contention between the two
sides.

Earlier, the two leaders dis-
cussed with the international
mediators, Lord Owen and Mr
Thorvald Stoltenberg, the issua
of access to the for the
Moslem republic. This is a key
obstacle to resumption of the
peace talks, which broke up
two weeks ago.

Meanwhile, in a sign that the
mediators are seeking a com-
promise, Lord Owen told a sep-
arate meeting of the 29-nation
steering committee of the
international ce on the
former Yugoslavia that Mr

's demand for isnd

to develop a port near the fish-
ing village of Neum was “sec-
ond-best” to access to Ploce on
Croatia's Dalmatian coast,
which the Croats have already
accepted.

In another indication of
attempts to recapture the
momentum, Nate military
planners are due io present to
a meeting of the North Atlan-
tic Co-operation Council in
Brussels today initial plans for
the deployment of Nato peace-
keepers in_Bosnia.

attempting yesterday to secure
a ceasefire after rebel Serb
forces shot down a Croat plane
which was on a bombing raid.

Fighting in Krajina flared up
last week after Croat forces
launched an offensive against
Serb positicns in the area,
threatening to rekindle the six-
month war that was fought
?glween Serbs and Croats in

Spending
cuts urged
on Finns

By Christopher
in Helsinki

FINLAND needs to make
further spending cats and ere-
ate a more flexibie labour mar-
ket if it is to build on the
export-led recovery which is
starting to emerge, says the
Organisation for Eeonomic
Co-Operation and Develop-
ment in its latest report.

The OECD predicts flat eco-
nomic growth this year, after
a 10 per cent decline in real
output in 1991 and 1992, In
1994 it forecasts a 2.1 per cent
increase in gross domestie -
product following the strong -
revival in exports which has |
accompanied the depreciation -
of the markka. .

The OECD says Finlznd’s
ability to reduce interest

tion under control. It says for-
ther spending cuts are “clearly
needed™ to curb a rising bud-
get deficit.

@
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7AS the sun finally sank behind
Tower Bridge and flooded Old Father
Thames with the last golder light of
day, I eased myself from the armchair
and, returning to my speech on the PC
promised myself a Scotch or two from :
the mini-bar whilst faxing New York” [ . l
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NEWS: EUROPE

Bank

chief

By Quentin Peel and Judy
Dempszey in Berlin

- above all in east Germpany -
befure an election marathon
next vear.

hope on man {rom east

ence” of German unification.
and said: ~The walls in our
heads and in our hearts will
not grow higher. if we simply

Italian
to chair
key body

GERMANY'S  Christian  Membership of all the main row

Democratic Union vesterday pdlitical parties is langwishing  want it.”™ N . .

clused ranks behind its virte-  in the eastern states. and both ~ His nomination by the CDU ln bankln

ally unknown candidate for the  the CDU and the opposition and its sister party. the Bavar- g
" al n presidency. angrily rejecting  Sucial Democratic party (SPD)  ia-based Christian  Social

critivism that be is a non- have preblems in providing a Undon. is not vet assured. Mr | By Andrew Jack

entity whose only qualification  full slate of candidates in some Theo Waigel. leader of the

areas. CSL. showed his sympathy. | MR TOMMASO  Padoa

is that he is egst German.

By Christopher Parkes sions in the E Mr Sieffen Heitmann. the 49- According to the latest opin-  but insisted that he still | Sehioppa. deputy divector en-
in Frankfurt tary syster hqrgman mone- vear-old justice minister from ion poll. CDU support is only wanted to get o know him | eral of the Bank of ltaly. has
© system. which eulminated- the eastern siate of Saxony. 28 per cent in the five states berter been appointed chairman of

PRO-EUROPEAN sentiment in
Germany could be put at risk if
the European Community per-
sists in treating the integration
of the former GDR as a purely
German problem, according to
Mr-Jargen Sarrazin. chairman
of Dresdner Bank.

“Linfortunately. it is virty-
ally taken for granted in
Europe that the federal repub-
He must deal with the eco-
nomic integration of eastern
Germany alone.” Mr Sarrazin
said in a rave meeting with the
press.

“But there is an inconsis-
tency here: why, for example,
should southern [taly. parts of
(Oreece and Portugal. and
French agriculture be seen as
Eurcpean problems. while east-
ern Germany remains a purely
German affair?” the bank chief
asked.

Such questions bad to bhe

in last mentit's widening of the
fuctuation bands in the ERM.
Redeyelopmg gastern Germany
required additional capital
wpn:h could only be attracted
with high rates. Mr Sumrazin
sajd.

The ERM adjustments were
a compromise between the
“impracticable” extremes of a
French franc devaluation or
Ge_rman interest rate cut to
relieve pressure on the French
currency. In the end a soiution
was found “at the cost of the
EMS",

The new arrangements. and
the “disturbing™ de facto reval-
uation of the D-Mark. reduced
export oppertunities for Ger-
man goods and could also
“eause a dangerous uticoupling
of the D-Mark”., Mr Sarrazin
claimed.

Pro-European feelings among
the Germmn population and in
all the relevant political par-

Ar2oOqd Prta

Chancellor Kobl applauding Mr Steffen Heftmann yesterday

wis given a rousing ovation at
the end of the CDU party con-
ference in Berlin. as delegates
sourht to counter the impres-
sion that chey are only hal-
hearted about his candidacy
for the hizhest office in the led-
eral republic,

It was a demonscration of
party solidarity in the face of
oppasition attacks. and of the
obvinus need to forge a stron-
ger union between east and
west. urzed on by Chancellor
Helhnut Kohl and Mr Wolfmang
Schauble. his heir apparent
and parry leader in the Ger-
man parlioment.

The unresolved strains of
unification, and the need to
forge a oreater sense of
national identity and patrio-
tism to overcome them. were
the underlyving themes of the
conderence, as the CDU strug-
ules (o counter political apathy

which constituted the former
German Democratic Republic.
in all of which there are elec-
tions scheduied in 1994,

AlIr Heitmann's candidacy for
the presidency is seen as part
of Mr Kohl's attempt to win
back some eastern support.
although he is barely kuown in
the east. let alone in the west
of the country. He was =o
Lutheran lay preacher before
unification, and his greatest
asset. in the eves of CDU party
leaders. is that he had a blame-
less reputation during the com-
munist years - unlike many
ather eastern politicians.

Yesterday he was persuaded
to speak fleetingly to the con-
ference - not enough to demon-
strate his political inexperi-
ence. but long enough to win
svinpathy and support from
the floor. He spoke emotionally
about the ~wonderful experi-

The SPD on Monday for-
mally nominated Mr Johannes
Rauw. the state premiet of North
Rhine-Westphalia. as its presi-
dential candidate. which
means that the election will
almost certainly split on party
political lines. The new presi-
dent must be chosen next May
by an electoral college. to suc-
ceed Mr Richard von \Weiz-
sicker. who has completed the
maximum two terms in office.
@ Deutsche Telekom and Sie-
mens have signed a contract
with the Aloscow Telephone
Company (MGTS) te operate a
digital network for mobile

phones in the Russian capital, :

writes Ariane Genillard in
Bonn. DT mobile, a subsidiary
of Deutsche Telekom. will par-
ticipate in a joint venture with

MGTS. the publiec phone opera- ;

tor. InterEWM. a technical
institute. and Siemens.

the Basle comumittee on bank-
ing supervision.

Ar Schioppa replaces Mr
Gerald Corrigan. whe siepped
town after ieaving his post as
president of the Federal
Reserve Bank ot New York.

The announcement was
made late on Monday nizht by
the Bank for International Set-
tlements at Basle, where cen-
tral bankers from the G10
cowniries were meeting.

Ar Schioppa. the third most
sendor official at the Bank of
Italx, has been deputy Tover-
nor since 1984 and spent ime
at the Ewopean Commission
in Brussels dealing with mone-
tary afinirs.

He had been considered as a
nossible contender [or the post
of governor. but the job was
given tw Mr Antonio Fazio in
May.

Also at the Gl meeting ves-
terday. the Basle commitzee
said a recent review confirmed

tm.\mr;ﬁtoﬁf:::::nmet:: omic l‘.ites _sguyldBnut Oe put lightly b -t

1 opes nomic  at risk in Brussels. for exam- ' that by the 892 ¢

Hetiii it Moscow to finance deficit with gold sales [&iEEEPd

zin told a Frankfurt journal- costs of unification should be - banks had rapital ratios
exceeding % per cent. as

ists’ club.

He was responding to past
criticism that Gerimany mam-
tained high interest rates to
the detriment of its recession-

. hit partners.

They had been unable to
lower rates because of the con-
straints of the European

wholly concentrated on Ger-
many through a unilateral
D-Mark float.

_This was one of the sugges-
fions put forward at the ERM
crisis meeting which led to the
mechanism’s effective suspen-
slon in early August,

It is not feasible on the ane

By Leyla Boulton in Moscow

THE Russian government
plaps to sell Rbsl.000bn
(£600m) wurth of gold to Rus-
sian commercial banks as pat
of the Finance Ministry’s battle
to bring the gaping budget def-

said in an interview that the
government was arnanging to
sell to banks certificates - at
prices based on the interna-
tional wmold futures mar-
ket - guaranieeing to deliver
up to 100m tonnes of gold in a
vear's time.

as pmrT of o ostrategy o save
Russia from Ckrainian-style
hyper-inflation resulting from
the unlimited use of printing
presses to fmance the budget
deficir.

The budeet is at the centre of
the conflict between President

seen by the Yeltsin-backed
budget it has rejecied.
Because of conservative min-
isters” support for parliament’s
free-spending instincts. the
budget has also become a eru-
cial test of Mr Yeltsin's own
commitment to financial stabi-

tyv's strategy is a plan to intro-
duce a uniform tax svstem
from next January. applicable
to all of Russia’s 89 republics
and regions.

The aim is to do away with
the present system. which is
threatening Russia with disin-
tegration. of individual bar-

iefined by the Basle capital
accard

The committee. which con-
ducted the review of the effects
of the accord agreed in 1085,
said this showed thar the
banks had met the minimum
capiral requirement laid down
in the agreement.

exchange rate mechanism in  hand to seek to bind Germany | icit under control. Mr Sergei He also szid that Mr Boris Boris  Yeltsin and the lisation policies he himself

which the D-Mark played the frmly within Europe. and then | Alexashenko. deputy finance Fyodorov. the finance minister.  parliament. launched and which are a con- gaining for each region and Average ratios for each

role of az}chor. . leave it q_lone with its eastern | minister. said vesterday. had threatened to resign The parliament wants to dition for [urther IMF republic on bow much tax rev- | pational catesory of bank
He acknowledged the link problem.” Mr Sarrazin main- Mr Alexashenko. who is unless the government imple- increase the government's defi-  assistance, enue they can keep for them- | ranged between 8.3 per vent

batween unification and ten-

tained.

responsible for budget poliey.

ments emergency tas increases

cit by far more than that fore-

Crowning the Finance Minis-

sefves.

awd 11 per cent.

Russia may lose credit
for banking revolution

By Leyla Boulton

HE stern red granite for-

.mer.German embassy in

St Petersburg this week
opened its doors {o the public
as home to the first foreign
bank in Russia since the Bol-
shevik revolution.

But when Dresdner Bank
and Bangue Nationale de Paris
held an official opening of their
joint subsidiary with cham-
pagne - and talk by the mayor
of an historic occasion - there
was little cause for celebraton.
Despite security provided' by
an ex-KGB officer against
gangsters, the bank is under
threat from other quarters. .

On Friday. the Russian par-
liament will decide whether to
ban foreign-uwned banks from
taking depaosits [rom Russian
customers. Such customers
would include joint ventures
with foreign companies that
account for most of the
foreigm investment in Russia
50 far.

Parliament’s proposed ban.
which would come into effect
next Japuary and last until
1896, is the fruit of lobbying by
some of the increasingly pow-
erful Russian commercial
banks which say they are not
ready for fareign competition.

Their main fear is that they
will lose their prized bard cur
rency deposits to western
banks which. by virtue of
beirg well established and for-
eign, mayv inspire more trust
among Russian customers.

The government, central
bank, and even parliament’s
own sub-commiitee for bank-
ing are mobilising efforts to get
deputies to change their minds

in behind-the-scenes lobbying
this week. On Monday, the cen-
tral bank issued licences to
two maore foreign banks, Credit
Suisse and the Netherlands'
ING Bank, as part of its efforts
to present parliament with a
fait accompli. Full banking
licences have alreadvy been
given to France's Crédit Lyvon-
nais and Société Génerale. as

‘If the law restricts
our activities, we
will comply with it
in the hope it will be
modified in a short
time. 1 hope political
wisdom will prevail®

as Bank of China. ~Competi-
tion would be good for our
banks. They would learn how
to work betier.” explained Mr
Nikolai Medvedvev. chairman
of the banking sub-committee.

But there is no guarantee
that these efloris. together
with private warnings by Ger-
man awthorities that loans to
Russia might be reviewed in
retaliation. will succeed.

Asked why they had pressed
ahead despite the risks, Mr
Jacques Henri Wahl. BNP's
chief operating officer. said the
two western banks. which
enjoy a global alliance. wanted
to be in a position to take
advantage of opportunities
which would arise when the
economy ot going again.

~If the faw restricts our
activities. we will comply with
it in the hope it will be modi-
fied in a relatively short time.”

he said. -1 just hope that politi-
cal wisdom will prevail” Pri-
vateiy. western bankers say
they want to get a foot in the
door while it is still open. In a
more moderate plan to protect
its fledgling banks. the central
bank has already said it plans
to limit the share of foreign
banks to 12 per cent of banking
capital in Russia.

But the consequences of the
ban envisaged by parliament
would harm not just the banks.
but would further dent western
business confidence.

[t would also deprive the
authorities. which lack super-
visory skills and credibility. of
a badly needed tool for improv-
ing the performance of their
onn banks and for encourag-
ing foreizn investment.

Rarther than compete for rou-
ble customers and lending
opportunities. the most suc-
cessful and independent Rus-
sian banks hold hard currency
on short-term deposit. channel
it in and out of the ¢ountry for
trading operations. and play
the foreign exchange market.
BNP-Dresdner Bank (Rossija)
itsell does not initially plan to
take rouble deposiis or do very
much in the way of project
lending. Banks as a whole are
unlikely to switch to produc-
tive lending on any sisnificant
scale unless the economy is
stabilised.

The banking sector itself is
badly in need of restructuring.
a process which will be
speeded up only if there is
financial discipline for the
econcmy at large. Russia has
nearly 2000 banks. with about
100 accounting for two-thirds
of the banking system.
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NEWS: ISRAEL AND THE PLO

Roger Matthews on how the PLO leader must balance himself between Israel’s de

mands and his constituents’ expectations_'_:_

THE SOMBRE
note struck on
Monday even-
ing by Mr Yit-
zhak Rabin.
Israel’s prime
minister, following the signing
of the declaration of principles
with the Palestine Liberation
Organisation, underlines just
how much negotiating work
has to be done before either
side can feel confident about
the intentions of the other.
While aclknowledging the
commitments made by Mr Yas-
sir Arafat, the PLO chairman,
in agreeing the document, Mr
Rabin said he would believe
that a real breakthrough had
been made only if the PLO fui-
filled its pledges. “We have
decided to take a chance, to

put him to the tesf,” said Mr
Rabin.

Much of Mr Rabin's caution
inevitably stems from the long
and bloody history of Israel-
PLO relations. But the publica-
tion of the declaration of prin-
ciples signed@ at the White
House also reveals the extent
to whichk Mr Arafat appears to
have compromised on the
declared aims of the Palestin-
ian negatiating team during
the previons rounds of talks in
Washington.

Whether those compromises
are primarily a tactical shift by
Mr Arafat to win Israeli recog-
nition for the PLO and reassert
his weakenihg hold on the
organisation. or represent a
more fun tal reappraisal
of what the Palestinians can

realistically hope to achieve,
should slowly emerge as the
negotiators seek to put flesh on
the broad principles that have
been agreed.

The two critical areas will he
security, which is likely to be
Mr Rabin's personal touch-
stone in judging the perfor-
mance of the PLO, and on the
extent to which the Palestin-
ians will accept far more
limited powers for the
interim seifgoverning author-
ity than they had previously
demanded.

Mr Arafat has accepted that
the Paiestinian Interim
SelMf-Governing Authority,
which will administer “West
Bank and Gaza strip territory”
for a five-year period, will not
touch on such issues as the

status of Jerusalem, Jfewish
settlements, refugees, security
arrangements and relations
with neighbouring counfries.
Instead it will administer areas
such as education, health, wel-
fare and tourism, while also
building up a local police force,
a role previously rejected by
the Palestinian negotiating
team as being akin to acting as
the administrators for the
occupation force.

They bhad said repeatedly
that such a deal would not be
acceptable to the majority of
Palestinians in the West Bank
and Gaza. Instead they
demanded an elected authority
with important legislative
functions, which would also
have some competence on
highiy contentious issnes such

End to isolation beckons as
taboo ends on ties with Israel

4 “DOMINC EFFECT™ of Arab
and Islamic states announcing
tecognition of Israel was pre-
dicted yesterday by Israeli offi-
cials after Mr Yitzhak Rahin,
Israel’s prime minister, paid a
surprise visit to Moroceo.

{sraelis said an expected
tumbling of the diplomatic and
trade wall which has sur-
rounded the Jewish state since
its creation in 1948 could fuel a
boom in irade, investment and
tourism. This could help to
consolidate Israeli public sup-
port for the peace agreements
reached this week with Pales-
tinians and with Jordan.

“There’s no doubt that this is
an opening of the door for
many other countries,” said Mr
Shimon Shetreet, economics
minister, who said steps
towards diplomatic relations
with Morocco would be a “for-
malisation of existing rela-
tions” in tourism, economic
co-operation and trade.

Mr Avi Beker, director of the
Israel Council on Foreign rela-
tions, said: “There is a domino
effect. It is no longer a taboo to
falk with Israel and have rela-
tions and the major psychologi-
cal barriers have now been
demolished.”

Experts say that recogmition
by Morocco would lead quickly

to ties with moderate countries
among the 50 Islamic and Arab
countries that currently boy-
cott Israel.

Zimbabwe's announcement
that it was considering recog-
pition of Israel yesterday is
also expected to have a
knock-on effect on developing
couniries and members of the

reality of Israel within the Mid-
dle East,” said Mr Beker, *
Before Israel was completely
isolated and swrrounded by
enemies who were against its
existence and looked for allies
on the periphery like Turkey
and Ethiopia. Now Israel is
moving towards its geographic
place with its neighbours like

Julian Ozanne on the economic dividends
of a likely ‘domino effect’ of recognition

non-aligned movement.

Early candidates for recogmi-
tion include Tunisia, Indon-
esia, Malaysia, Kuwait, Oman
and Saudi Arabia. In remarks
published in yesterday's
respected Hebrew daily Ha'ar-
etz, Mr Mahathir Mohamed,
Malaysian prime minister,
said: “As the Israelis have
changed their position we
should copsider the possibility
of establishing diplomatic rela-
tions with them, especially
after the Palestinians recog-
nised Israel.”

Mr Youssef bin Alawi bin
Abdullzh, Omanl foreign min-
ister, began a tour of Arab
states vesterday to discuss
“new realities”.

“This can change the whole

Jordan and Egypt which is
quite revolutionary.”

Israelis are split about the
economic impact of the expec-
ted change in their status. Mr
Shimon Peres, foreign minis-
ter, has spoken optimistically
about a Middle Eastern com-
mon market. regional integra-
tion projects and joint ven-
tures. A study carried out by
the Tel Aviv University eco-
nomic department has pre-
dicted that Israel could boost
its exports by $2.2bn, a 22 per
cent increase, to five Arab
coumtrles when trade barriers
come down.

In a sign of the link between
diplomatic and trade relations,
an economic delegation includ-
ing Mr Jacob Frenkel, fsrael’s

central bank governor, and Mr
Amiram Sivan, head of bank
Hapoailim, is expected in
Moroceo soon to sign economic
and aviation agreements and
fo discuss the possibility of a
joint bank with the kingdom.
The optimists will be buoyed
by statements made by inter-
national fund managers about
investing i Israel

However, other Israelis are
less optimistic about the eco-
nomic dividends, pointing to
the fact that 14 years of “cold
peace” with Egypt has not
yielded significant benefits.

“T think Israel will face
major opportunities in eco-
nomic co-operation but mainly
in terms of export markets and
import of natural resources but
nothing as far reaching as a
Middle East common market
as envisioned by the opti-
mists,” said Mr Beker.

Israel still faces an uphill
struggle in striking a peace
with its other two neighboors
— Syria and Lebanon. Further
more Israel will continue to
face hostility from Arab and
Islamic states such as Iran,
Iraq and Libya whick continue

to inflvence developments and.

could pose a military threat to
the Jewish state either directly
or through proxy forces.

Paving a path to lasting peace

Francis Ghilés on King Hassan’s vision for the Middle East

as the ownership of land and
the utilisation of water

resources. .
The ambition of the Pzlestin-
ian team at the earlier rounds
of Washington talks had
clearly been to acquire as
many of the attributes of 2
future independent state
as possible, while Israel
was equally determined to
regist making such conces-
oy ible, Mr Ara-
If, as seems possible,
fathasinlargepm't_al?anded
that aim, the negotiations over
the powers assigned to the
intertm self-governing al:l_thor-
ity could proceed relatively

smoothly.

But if the PLO leader finds it
increasingly difficuit to build
and sustain a Palestinian con-

snbsides, then the issues which
blocked progress at the Wash-
ington negotiations could
quickly resurface.

The challenge of reconcilia-
tion among the Palestinians in
the occupied territories will
bear even more heavily on the
issue of security. Within three
months Israel and the PLO are
due to have conciuded an

forces from the Gaza Strip and
Jericho area and the phased
introduction of 2 Palestinian
police force.

Untif very recently, Mr
Rabin’s premiership had been
notable primarily for its vigor
ous response to secuority issmes.

THE meeting in Rabat vesterday between
King Hassan of Morocco and Mr Yitzhak
Rahin, Ismael’s prime minister, was less
surprising than it might seem. In July
1986, when most of the Arab world would
not acknowledge Israel’s right to exist,
then Israeli premier, whom he had met
more discreetly on a number of occasions.

And before that, Israeli officials slipped
into Morocco repeatedly to prepare for
Egyptian President Anwar Sadat’s ice-
breaking visit to Jernsalem in 1977,

The protection given Jewish subjects
runs deep in the country’s history and
EKing Hassan has more than once
reminded his Arab peers that po law

forbids a man to talk to his enmemies.

Thousands of Israclis of Morocean ori-
gin return each year to take part in reil-
gions festivals and help keep alive the
conntry's once-thriving Jewish commwu-
nity. It is not wmusual to find MPs from
Israel’s right-wing Likud party, born in
the Atlas mouniains, staying in hotels in
Marrakesh and Casablanca.

King Hassan also enjoys good relations
with most of the leaders in the Middle
Bast, including Mr Yassir Arafat, PLO
chairman, whe iravelled to Washington at
the weekend on a Moroccan aireraft.

Over the past decade the monarch has
suceessfully steered his couniry towards
economic reform and has sought to tie it

mgore closely to Europe. When the king
applied for Moroccan membership of the
European Commumity in 1987 his request
prompied incredulity and scorn.

Last winter, however, ﬂ:e-ECagreedto

est parinership treaties covering free
trade and political co-gperaiion beiween

ProIranian Hizbellah women chamt slogans against Lebanese
leaders and protest ageinst the PLO-Israel pact during the
funerzl in Betrut of eight protesters killed by troops at a raliy
opposing the peace accord. Meanwhile Iranian President AR
Akbar Rafsanjani pledged in Tehran that the forces of Islam
would not rest uniil “every last plece® of Palestine had been
liberated, writes Parichehre Mosteshar. He condemuned those who
signed “the greatest act of betrayal of the Palestinian people”.
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Manchester's bid for the Olympic
Games in che year 2000 has well and
token
Manchester Aicport, we're
proud e be pac of
Bricain's bid w host the
games. What's more, we'ne

off. Ar

in grear shape for ic. Cur new Terminal
2 has raken the airpor’s pessenger
capacity up o 18 million a year.

We've just cut the ribbon on =
new mil link wich direct services from
ciries throughout the Norch. Aod whea
you consider we have reguler flighes to

Manchester Airport.
Helping to
land the Olympics.

Brirain, and the country’s

and from 165 descinarions ecross che
world, the largest air necwork in

exrensive road and motorway necwork, .
it's lictle wonder Manchester Airport is
more than ready to play host to the
world. Indeed, we're confident that

Manchester has gor what it cakes o
bring the Olympic Games to Britain.
most .
Manchester
Airport

One of che World's Grear Airports

sequent travel
Pealqesﬁnians from the West
Bank and Gaza into Istael, and
the week-long bombardment of
Lebanon all confirmed that for
Mr Rabin the safety of Israelis
came before building confi-
dence that might promote

While Mr Rabin might now
fairly reflect that his tough-
ness paid off. it would be
unwise of Mr Arafat to assuine
that the Washington agree-
ment will soften the Israeli
response to further outbreaks
of Palestinian violence. .

In addition, the declaration
of principles commits the the
new Palesdnian police force to

Knesset vote

co-0 te with Israeli security
torcg:min combating Hamas
and other radical Islamic
ps in the testitories which .
remain committed to the
armed struggle. .

And even after the redeploy-

ment of the Israell army, Mr
Arafat has agreed that lsraelis,”
military and civilian, may
continue to use roads freely
within the Gaza Strip and.
Jericho.

Al this leaves the PLO
leader with a huge, and proba-.
bly contradictory, list of
requirements to fulfil. Balanc-
ing himself between the

demands of Mr Rabin and the .-

expectations of his constilu-
ents could well prove the great-
est test yet for Mr Arafat's for
midable powers of survival.

hangs on

) judgment of

Rabbi Yosef

THE FATE of
Israel's historic
peace agree-
ment with Pal-
estinians could
rest on the
decisions of a shadowy 73-year-
old ultra-orthodox rabbi whe
has emerged as a powerbroker
during the last five years.

Mr Yitzhak Rabin, prime
minister, was due back homne
last night to face a consider-
able challenge in mustering
the parliamentary votes he
considers necessary to pass the
peace accord. He counld be
forced imto calling a national
referend

ihiil

Babbi Ovadia Yosef, the
country’s leading ulira-ortho-
dox oriental clergyman, is une-
lected but he conirols the Shas
party which has six critical
i seats. Last week

¢ it qoit the Labour-led coalition

over charges of corruption lev-
elled against its leaders.

How Shas votes in next
week’s Knesset debate on the
peace agreement will decide
whether Mr Rabin is forced
into holding a referendum. The
Baghdad-born rabbi has been
keeping his cards close to his
chest. saying he will decide
kow Shas will vote only after
the Jewish New Year, which
ends on Sunday. But Mr Arye
Deri. the parii : lead
of Shas and former interior
minister, said yesterday he had
recommended the rabbi should
“demand and insist" on a refer-
endum to be held together with
local elections due in early
November.

Mr Deri also said he had
instructed the interior minis-
try, before he formally left the
huildlpg yesterday, to prepare
the “infrastructure, law pro-
posals and all the technical
means for holding a referen-
dum”.

Although the prime minister
bhas a 61-59 majority for the
peace agreement in the Knes-
set he has consistently said he
would not allow a peace agree-
ment to be passed if it
depended for passage on the
five Arab parliamentarians.

“I we will have 81 votes for
the agreement and 59 against
we will go to a referendum ™
Mr Ell Dayan, hezd of Labour’s
parliamentary faction, szid
yesterday. “But if Shas and
others abstain we will have to
reconsider what to do.” Mr Ran
Cohen, an MP of the left-wing
Meretz bloc which is a part of
the coalition, said his party
would fight a referendum

Labour party officials sajid
Mr Rabin would mount a Igh-
by'mg_ campaign to convince
Rabbi Yosef to support the
agreement or, at the very least,
instruct Shas to abstain in
next Wednesday's vote. Mr
Rabin is also hoping to win
support from the three Knesset
members of Agudat Yisrael, a
faction within the orthodox
United Judalsm Torah Party.

At Jeast one right-wing dissi-
dent — Mr Ronni Milo, 2 senior
MP of the opposition Likud
party who is running for
mayor of Tel Aviv ~ may also
abstain or vote for the agree-
ment. If Mr Rabin could win all
nine ficating Knesset votes be
;::duld have ab:o-so majority

would not be fo
a rtae v:;um rced o call
ac depend on how
Rabbhi _Yos&,_ who rarely gives
Law. 1n 1089 the sres oSt
- C c
from a visit to Egyr;ttm'ned
issued da “halachic™
part of the bihlicalmﬁlg’
Israel was less important than

the greater religious obiigation

of Asavmg hu.manh life.

year later he i
down & national uni h;&‘rlegrgf
ment led by Likud after it

rejected talks with Palestin-
ians. “This might have led us,
heaven forbid. to war,” be said
at the time.

Agudat Yisrael is also con-
sidering its position in the
light of rabbinical teaching and

is lkely to be influenced by B -

Rabbi Yosef's decision.

Julian Ozanne
on the battle
shaping in
parliament over
the peace deal

Mr Derl has said the prime
minister has so far failed to
convince Rabbi Yosef that his
ruling of “giving away territo-
ries to save lives applies to the
present agreement. There is a
great danger to the lives of the
settlers. There are great pres-
sures on Rabbi Yosef to vote
against the agreement. We
have no obligation fo vote for
it — we are completely free”

Clouding the issue is
whether Shas will remain in

coalition. Mr Deri has alleged

that charges prepared against
him of fraud, breach of public
trust and misallocation of gov-
emment funds to Shas-sup-
ported religious schools and
instltm_:lons are part of a wider
campaign of discrimination
against Sephardic or oriental
Jevgs originating from North
Africa, Spain and the Middle
East by the larger and more
dominant Ashkepazi or Euro-
pean Jews. Shas is wary of

quitting the government for -

fear of lesing the power to
!iehver funds and benefits to
its supporters.

If Mr Rabin is forced r.oca.lla:.
referendum, political experts

say he stands a good chance of
gaining majority public sup-
port for the peace agreement. .
Latest public opinion polls
show a 65 per cent majority
among Israeli Jews for the
agreement. A referendum
would also include the vates of
800,000 Israeli Arabhs who
would support the accord. :

However, polls have shown
that among those Jews who

KNESSET PARTIES
Seals
Left/centre
Labour 24
Meretz 12
Arab Democratic 2
Fladash 3
Religious -
Shas &
United Tora Judaism 4
Right ¢ 8
Teomet 3:
Maledet 3
Total 120
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‘ Dlsmay over US stance on Hanoi

mal]er

By\llc_brnlallathﬂami

THE Vietnamese government
and US companies expresseq
disappointment yesterday at
President Bill Clinton's deci.
sion to maintain US sanctions
apainst Hanoi,

The Whitz House announced
late on Monday a softening of
the embargo, ruling that Us
companies could participate in
projects funded by interna.
tional organisations such as
the World Bank but would not
be permitied to conduct other
business. The US adminisira.
tion deemed Hanoi’s efforts to
sglve cases of American ser-

US executives in Hanoi are
more frustrated by the decision
than the Viethamese, who are
already struggling to absorb
more than $6bn (£3.8bn) of
promised investment from Jap-
anese, Taiwanese, Korean,
French, British and Australian

companies.

The Vietnamese Foreign
Minisiry described Mr Clin-
ton's decision as regrettable,

MITSUBISHI Motors

Corporation, the trading house
the same industrial group, are setting up a joint
ufacture

venfure in Vietmam to mam

writes Michiyo Nakamoto in Tokyo.
TheJapanesewpmnimhaveamdtolink
Vietnamese

up with Vi

a
shipping and trading company, and Proton, the
Malaysian national ear company, to assemble

and sell velvicles in Vietnam,

The four companies, which will each hol
25 per cent stake in the new company s

and Mitsubishi
which is part of

national

receiving Hanol’s approval. The minibus will be
modelled on Mitsubishi Moiors” Delica.

Mitsubishi will be the second Japanese car
vehicles, company io invest in making cars in Vietnam.
Vietnam Motors, which is 70 per cent owned by
foreign shareholders including Nissan Diesel
and Nichimen, the Japanese frading house,
already makes trucks and cars.

Car ownership

in Vietnam was an estimated

210.000 in 1981, Mitembishi says. But the com-

year 2000,

plan b g:.;lo;sb e:n;ie:ltthe market coumld mﬂ u:o
- 2 A v i vehicles 1995 and e
begin assembling minibuses from wid-1994, on i 40,

bui added: “The US embargo
does not hinder the economic
renewal of Vietnam and the
ever-broadening relations in all
feids between Vietnam and
other countries.

“It merely ties the hands of
the American buginess

do, however,
want closer ties with the US in
the lon_g run to counterbalance
the regional infiuence of China
and Japan and to ensure Viet-
nam has access to US markets,
technology and investment

capital. None of these is
regarded as critical at this
stage of Vielnam's economic
development - annual gross
national product is not much
more than $200 per head - but
the communist government is
eager to hold open projects for
future US involvement. Offi-
cials, for example, have made
no secret of their desire to
have Mobil take part in the
development of offshore oil-
fields.

US executives In Hanoi,
while heping Mr Clinton will
fully lift the embargo before
the end of the year, say the

Vietnamese cannot be expected
to keep the door open for US
companies much longer.

“We're sanctioning our-
selves,” sald Mr Greig Craft,
who heads Amerlcan Service
Co, a consultancy with an
office in Hanol. “f would have
said 12 months ago that the
return of the US was critical to
the successful renovation of
the Vieinamese economy. Now
I don't think that’s the case.
Vietnam has done a brilliant
jab of lobbying the rest of the
world.”

The decision to allow US
companies to bid for interna-

tiopaliyfunded projects may
Seem a reasonable compromise
in Washington, US companies
say, bot it has no immediate
benefit.

[t was only in July that Mr
Clinton ended US opposgition to
multilateral assistance for
Vietnam, and the World Bank
and the Asian Development
Bank are still preparing pro-
jects in which US companies
will be allowed to participate.
A donors' conference is to
be held in Paris in November.

US companies poised to do
business in Vietnam are also
frritated because many -of the
products and services they are
forbidden to sell are widely
available in spite of the

Coca-Cola has signed two
contracts worth $4im to pro-
duce soft drinks, but is forbid-
den to execute them untl the
embargo is lifted.

Boeing may not sell aircraft,
but a leased Boeing 787 from
Switzeriand is used by Viet-
nam Airlines. Pirated US com-
puter software is also widely
available.

PRouter
OPENFORBUSNESS:AWemmesemdorwaﬂBpastGenefa}ElechiesomcemBmoL the day
after President Clinton eased sanctions to allow TS groups to join development projects there

Chinese ‘smash

records’

on dog

stew and turtle

By Paul Abrahams

BELJING'S credibility as the
host city for the Olympic
QGames in the year 2000 seemed
undermined yesterday as much
of the world athletics commu-
nity cast doubt on the validity
of a series of astonishing
ﬂs by female Chinese ath-

Said one senior British ath-
letie official: “The Chinese may
think this sort of result sup-
ports their claim to host the
games. But the scale of the
improvement is soc good it
arouses suspicions they are not
observing the Olympic ethos.”

Long-distance athletes have
broken world records for
1.500m, 3.000m and 10,000m at
the Chinese national games in
the last week. The 10.000m
record was -slaghed by 42-sec-

The results, achieved in
front of 12 visiting members of
the International Olympic
Committee, came after Chinese
women made a clean sweep of
the medals last month at the
‘world championships in Stutt-

The committee makes its
decision on September 23.

Mr Alan Storey. general
manager of the NutraSweet
London Marathon, who
coached in China during the
1980s, said: “The Chinese must
have been pleased by Stuttgart,
but the recent world records
detract from the bid because
nobody believes they were
achieved "

No evidence existed that the
records were drug-assisted.

Ma Junren, the athletes
trainer, dismisses accusations
the resulis were helped by ban-
ned substances. He claims that
high-altitude training amd a
special diet help the aihletes
prepare. .

Some are running 170 miles a
week, equal to more than

seven marathons in seven
days. The diet includes cater-
pillar funpus tomic, dog stew,
chicken soup, a paste made
from berries, and soft-shell tur-
tle. He also bases the women’s
running action op these of
ostriches and deer.

Dr Peter Radferd, professor
of sports medicine at the Uni-
versity of Glasgow, and chair-
man of the British Athletic
Asgociation, said: “None of us
know anything about the ath-
letes, their histories or their
training. And [ don't have the
foggiest about the diet™.

Investors rush
to pour money
into China

By Frances Willams in Geneva

THE LURE of China's large

and fast-expanding domestic

market has made it the biggest

recipient of overseas invesi-

ment among developing
to

nations, according figures
published by the United
Nations Conference on Trade
and Development yesterday.

It has aiso tnmed China into
onte of the leading recipients of
forelgn invesiment worldwide.
In the first six months of 1993,
foreign direct investment in
Ching totalled $9.4bn {£6.1bn),

Agsociated Prass
CHINA yesterday freed Wei Jingsheng (above), one of its longest

serving political prisoners. His release, six months early, came
ahead of a vote on Beijing’s bid to host the 2000 Olympic Games.

a I80 per cent rise on the same
period in 1992

Investment last year rose by
40 per cent to $11bn, but the
pumber of approved foreigm
investment projects almost
trebled to 49,000; and the
planned investment of more
than $58bn was nearly four
times higher than in 1891,

The figures, given to an
Unctad-sponsored conference
in Beifing by Ms Wu Yi, Chi-
pa's foreign trade minister,
show that by mid-1993 some
135,000 Chinese enterprises
Lad overseas participation,
with projected foreign invest-
ment of nearly $170bn and
acfusl investmeni of some
$44bn. Enterprises with for-
eign participation produced
about 6 per cent of China's
total indnsirial outpat in 1992,
,-More than 100 countries and
territories are now investing
in China, the most important
being Hong Eong, Taiwan, the
U8, nited States, Japan, Singa-
pore, Germany, Britain, Thai-
Tand, France and Canada.

Ms Wau said the government
was encouraging foreign direct
investment outside ihe coastal
economic zones and noted that
a fifth of such imvestmenti last
year was in inland provinces.

Foreign capital was now
going into enterprises in the
service secior, in areas such as
finance, property, insurance,
reiailing and consultancy.

The Beijing conference,
aitended by representatives of
about 40 multinational compa-
nies, urged the Chinese gov-
ernment ip improve conditions
for foreign investment.

Among the recommenda-
tions were further liberalisa-
tion of the service secior,

easier labour mobllity for Chi-
nese employees, rednced
bureancracy, 1 aceess

to foreign exchange and more
effective protection for intel-
lectual properiy.

Japanese price probe
into cosmetics maker

By Emikb Terazono In Tokyo

JAPAN'S Fair Trade
Commission has lammched an
investigation into alleped
price-fixing by subsidiaries of
Shiseido, a leading cosmetics
maker.

The anti-monopoly watchdoz
has been increasing the pum-
ber of probes under the new
administration of Mr Morihiro
Hosokawa, who has been call-
ing for an increase in con-
sumer benefits. The commis-
sion's move is expected to
accelerate the unravelling of
Japan's rigid retail and disti-
bution systems, which have
helped maintain high retail
prices.

FTC investigators raided dis-
tribution subsidiaries of Shis-
eido yesterday, following
claims by KEawachiya, a Tokyo-

based discount retailer, that
the company had refused to
seli it cosmetics.

Japan's leading cosmetics
makers have maintained a
tight grip on retail pricing

resale price maintenance on
cosmetics products was
reduced to 24 items last year,
retailers continue to sell prod-
ucts at the mapufacturers’
suggested prices due to the
fear of shipment canceilations.

The investigation could
affect prices of imported cos-
metics, which have also been
sold at higher prices because of
the overall price level of
Japan's cosmetics market The
sharp appreciation of the yen
is increasing pressure for
import brands to be sold at
lower prices.

The prolonged downturn in
the economy has forced a
growing number of Japanese
consumers to turn to diseount
retajlers. Maoufacturers, on
the other hand, are growing
increasingly wary that exees-
sive discounting could damage
their products’ image and

consumer perceptions
about ‘“acceptahle” retail
prices. .
- Shiseido denies irying to pre-
vent Kawachiya from selling
its products at a disconnt
price, and alleges the retailer
was wholesaling cosmetics
rather than selling to retail
customers.

The FTC is expected to make
similar investigations at
Kanebo and EKao, cosmetics
makers which Eawachiva also
claims had cut ship-
ments.

Nigerian petrOleum
boards are dissolved

By Paul Adams in Lagos

THE BOARDS of the Nigerian
Naticnal Pefroleum Corpora-
tion (NNPC) and its four refin-
ing and distribution subsid-
jaries have been dissolved,
removing the majority non-
executive directors, the politi-
cal appointees of ex-President
Thrahim j

Babangida.

The decision is a sign that
Nigeria's interim government,
in its third week in office,
Intends to be more than a care-
taker until next March ard is
tryving to tackle some of the
economy’s most pressing prob-
lems.

“This iz the beginning of
new developments under the
interim government,” an oil
minisiry official said. “The
direction is to more efficiency,
especially in getting petroleum

products to the people.”

The interim government of
Mr Ernest Shopekan has inher-
fted an oil-producing industry
unable to meet its cash com-
mitments to foreign pariners
and a refining and distribution
sector unable to supply enough
fuel to the population

Nigeria has the largest oil
reserves in Africa, the source
of 90 per cent of ils foreizn
earnings, and the biggest refin-
ing capacity in its region. Yet,
since the aborted iniroduction
this year of a new grade of
petrol at 10 times the previous
heavily subsidised cost, and a
national oil workers' strike
which paralysed the south of
Nigeria until a week ago, long
petrol queues have become
common in X

The marketing subsidiary
PPMC sells petrol at about 2

US cents a litre, an estimated
loss of revenue of $23.45 a bar-
rel, or enough to cover last
year's budget deficit. The refi-
nery subsidiaries operated at
around half their 400,000 bar-
rels-a-day capacity. Smuggling
to other African countries is
ﬁzmated at more than 10,000

NNPC is about three months
in arrears on cash calls for pro-
duction and exploration, owing
its joint venture partners
about $450m (£292.2m), accord-
ing to local estimates. In July
NNPC sold a 5 per cent stake
in its largest oil field, which
produces about half the
national output of 1.8m b/d, to
Elf Aguitaine for around $500m
to replace missing funds for a
proposed liquefied natural gas
project industry analysts doubt
will ever take off.

NZ. sees
steady
growth in
economy

By Terry Hall in Wellington

THE NEW Zealand Reserve
Bank expecis “steady, sustain-
able pon-inflationary growth™
of more than 2.6 per cent over
the next two years, it said yes-

Its six-monthly economic
forecast was issmed shortly
before Mr Jim Bolger, the
prime minister, called a gen-
eral election for November 6.

An opinion poll last might
showed the Naitonal Party
government with am eight
point lead in popnlarity over
the opposition Labour party.
Mr Bolger said the Reserve
Bank’s repart was proof the
economy was in good health.

In New Zealand, the bank's
six monthly statements are
considered as important as the
budget, given its independence
from political interference in
setting monetary policy with
the goal of low inflation.

The statemenit was wel-
comed in the financial mar-
kets with sharp falls in inter-
est raies and a forther rise in
the valoe of the New Zealand
dollar.

Mr Grani Spencer, the
bank's chief economist, said it
wonld remain wary about
inflation “which aiways has
upside potential when an econ-
omy is in recovery mode.”

Gross domestic produet is
expected to grow 2.6 per ceni
in the year to next March, and
3 per cent in the 12 months to
March 1995. Underlying infls-
tion is projected io fall from
1.6 per cent in the year to June
1993 to 1.1 per cent in the year
to March 1994,

Business investment is
expected to grow strongly,
especially on plant and
machinery. Unemployment
was expected to fall slowly. A
recovery was being made more
difficult by large numbers of
New Zealanders returning
home from overseas,

Namibia steps boldy along the path to full statehood

Philip Gawith focuses on how a new currency could help cement the country’s political independence

HREE and a half years after achiev-

ing its Namibia yes-

terday took a further step towards
fall statehood with the launch of its own
national currency. the Namibian doliar.
" Althongh the move is mainly of sym-
boEcimpoﬂanee—theSauthAhc_anrand
will for now remain legal tender in Nami-
bia, with the currencies being used in par-
allel at equal valne — banks were yester-
day expecting a clamour for the new notes
when they become available today.
_At yesterday's launch ceremony at the
Tintenpalast government buildings in
Windhoek, President Sam Nujoma insisted
that the new currency would ensure “that
Namihja is not omly politically indepen-
dent, but financially as well.” .
_For some meonths the Bank of Namibla,
the central bank, has been running a pub-
licity campaign with the slogan “The

Namibia doBar. Our money. Cur pride.”
About $200m of notes will be issued in the

important event this month - an accord in
principle with the Pretoria that the port of
Walvis Bay would be handed over to
Namibiz next February. . .

In spite of a recession, business is gener-
ally happy with the way things have gone
gince mdependence. Mr Abel Gower, exec-
uﬁvedi:ecfnrofCDM.theDeBeel_'sdla-
monds subsidiary, comments that life for
the company is “certainly no more diffi-
cult than it was in the past.” He adds:
Namibia is to be a model for South Africa,

it is very encouraging. s°“t1€

[

Other businessmen agree tha t
Africans would be *delirfously happy™

three years into a democratic government,
they have had a similarly benign experi-
ence. Certainly, it is difficnlt to fnd the a
Windhoek businessmen who thinks his
investment wauld be safer, or his lifestyle
better, in South Africa

However, unemployment is high, proba-
bly over 30 per cent, crime has risen and
there are concerns about inefficiency and
corruption in government. When a top
agriculture official was alleged to have
appropriated funds to help develop a pri-
vate farm, he was dismissed, but ne
attempt was made to prosecute him or
rECOVET any money.

But as Mr Gower notes, the problems of
Namibia “are very different from problems
in Africa which have mostly arisen from
the pursuit of misguided economic poli-
cies.” The government is operating within
a market economy. and the sclentific

socialism and nationalisation contained in
earlier rhetoric of the governing Swapo
party of is a distant memory.

Instead, the worries are that the govern-
ment simply lacks expertise necessary to
Tun an economy even of its modest propor-
tions - with a population of 1.4m, gross
domestic product is R7bn (£1.36bn). about
40 per cent of the size of Zimbabwe's econ-
omy and two-thirds that of Botswana.

Mr John Kirkpatrick, chairman of Ross-
ing Uranium and former central bank
boand member, says: “There is gross ineffi-
ciency in government. There are a few
wellm ministries, but most are disas-
ters.”

A more worrying long-term trend is the
deterioration in government finances. in
193091, the first post-independence finan-
cial year, Namibia enjoyed a budget sur-
plus of 1.6 per cent of GDP. The following

two years saw deficits of 24 per cent and
8.3 per cent and Mr Gert Hanekom, finance
minister, concedes that the 1993-94 deficit
will be “a little over 5 per cent™ compared
with a budget estimate in May of 45 per
cent of GDP.

r Hanekom has had a difficult

task. His tenure has coincided

with a commodity price down-

two main producers, Rossing and CDM,

while South Africa, Namibia's main trad-

ing partner, has been deeply mired in

recession. Also, the new government has

been under pressure to address the apart-
heid legacy, especially in social services.

Mr Hanekom says he shares the concern

about the deficit, bt believes “we're on

the verge of reversing this trend " He says

initial projections for the 1994.95 and

196595 financial years show the deficit at
below 5 per cent. Such targets are met
with sceplicism in the business commu-
nity where Mr Hanekom is criticised for
lack of consultation.

Aceording to Mr Hanekom, the deficit
will be contained by keeping expenditare
growth below inflation and improving rev-
enues without lifting tax rates. He believes
an economic upturn will help close the
deficit gap. predicting that emergence
from recession may bring GDP growth of 7
per cent in 1834, moderating to 5 to 6 per
cent in the two following years.

Perhaps the biggest threat to govern-
ment finances is the size of the civil ser
vice which now employs 63,000 compared
with pre-independence levels of 54,000.
Businessmen doubt whether the cabinet
{:lasthepohtl' ical will to address the prob-
em.
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US price rises point
to stronger recovery

By Michael Prowse
In Washington

THE US economy may be
gathering momentum after a
lacklustre first half, figures
released yesterday indicated.
The Commerce Department
said consumer prices rose 03
per cent between July and
August, the biggest increase
since the spring. Wall Street
analysts had predicted an
increase of 0.2 per cent or less.
The annual rate of inflation
was unchanged at 2.8 per cent.
Separate data for retail sales
pointed to stronger than expec-
ted consumer spending. OH-
cials said retail sales rose 0.2
per cent last month and by 6.3
per cent compared with
August last year. Figures for

July were revised substantially
to show a gain relative to June
of 0.3 per cant against a previ-
ous estimate of 0.1 per cent.

Analysts at Merrill Lynch,
the New York broker, sald the

were consistent with

growth of real consumer
spending at a robust annual
vate of 3.5-4.0 per cent in the
third

Mr Ron Brown. the com-
merce secretary, said the Og-
ures implied the economy was
“on track” to achieve the accel-
eration of growth predicted in
the Clinton administration’s
recent “mid-session” economic
forecast

The economy grew at a dis-
appointing annual rate of 13
per cent in the first half The
White House and many private

sactor forecasters are predict-
ing growth at an annual rate of
2.53.0 per cent in this half.

The strongest components of
retail sales last month were
sectors sensitive to interest
rates that have benefited from
a sharp recent decline in
long-term rates to the lowest
levels in a generation.

Sales of building materizls,
hardware and mobile homes
rose 1.8 per cent last month
and 116 per cent in the year to
August. Sales of motor vehicles
and parts rose {.7 per cent and
14.3 per cent respectively.

Overall, sales of durable
goods {items lasting several
years) rose 0.6 per cent last
month and 12.1 per cent in the
year to August. The Hgures are
not adjusted for inflation.

More pressure on Franco

By Angus Foster in Brasilia

BRAZIL'S President [tamar
Franco yesterday looked fur-
ther isolated from his main
political supporters, the Party
of the Brazilian Democratic
Movement (PMDB), after the
resignation of another PMDB
minister from the government,
and the threatened departure
of two more.

Mr Coutinho Jorge, environ-
ment minister, resigned on
Monday night as part of the
dispute over whether the
PMDB should have a greater
role in formulating policy. His
departure followed the ending
on Sunday of the PMDB's con-
ference, which provided a
focus for discontent within the

1‘w6 other ministers, as well
as the government leader in

the senate, offered to resign.
But they were persuaded by
the president to stay. at least
until next week when the
PMDB, the largest party in
Congress, is due to decide
whether to formally split with
the government.

The PMBD's main argument
is with President Itamar
Franco, whe has made a num-
ber of senior appointmenis
without consulting the party.

The row overshadowed a
press conference yesterday by
Mr Fernando Henrique Car-
doso, the finance minster,
designed to assess the first
three months of his “plan of
immediate action™, launched n
June.

Mr Cardoso outlined prog-
ress made in areas like agree-
ments on state debts and
greater transparency of central

bank and treasury accounts.
He repeated earlier pledges
that there could be “no magic
plans™ to reduce inflation, run-
ning at nearly 2,000 per cent.

Mr Cardoso had planned a
higher profile address on tele
vision but had to cancel the
arrangements because of spec-
ulation he was about to launch
a “shock™ plan to tackle infla-
tion.

Mr Cardoso said private
research suggested Brazil
would grow 5 per cent this
year, its best performance
sihce 1986.

Tax revenues in the first half
of the year were 31 per cent
higher than the same period
last year, and the government
has signed agreements with 11
states on rolling over debts. A
further six are due to sign

agreements today, he said

IMF lends less to members

By Peter Norman,
Economics Editor

THE Internationali Monetary
Fund promised much reduced
financial support for member
countries last year in spite of 2
massive Increase in iis
resources.

I its annual report, the IMF
disclosed yesterday that the
Fund made financial commit-
ments to members with eco-
nomic problems of 3.2bn Spe-
clal Drawing Rights ($454hn/
£2.94bn) in the year to the end
of April, down from SDRS.Ibn
in 1991-19%92. The IMF's mem-
bers increased their quotas, or
capital backing the Fund's
operations, to SDR144.6bn at
the end of April from
SDR91.2bn the year before.

The Fund said the drop in
commitments mainly reflected
unproved economic perfor-
mance in many developing
countties, particularly in Latin
America. At the same time,
demand for IMF resources
from new members in eastern
Furope and the former Soviet
Union was less than expected.

Although the IMF has been
expecting a surge in demand
for its resources for some time,
the total outstanding credit
that it provided increased only
moderately to SDR28.5bn in
the past financial year from
SDR26.74bn in 1991-1992. It was

A strong position to lend

The Fund's Liquidity Ratio
(66 end period)
180 -

1]
1986 88 9
Sourcer IMF 1293 Apmusaf Raport

therefore well below the recent
peak of mnearly SDR40bn
recorded in 1984-1885.
Support for former Comunu-
nist coumtries made up most of
the SDR2bn promised by the
IMF under its usual stand-hy
facilities last year: the remain-
ing SDR1.2bn committed was
longer-term financing to Peru,
Jamaica and Zimbabwe.

The flow of IMF funds to for-
mer Soviet countries and east-
ern Europe is set to gather
pace, however. In the Fund's
current financial year, Kyreyz-
stan and Russia have made

Total cutstanding credit provided
hyﬁ.mlsoﬁsbnl

dramn@ of nearly SDRL1bn
a new, temporary “systemic
transformation facility™ (STF)
set up In April to help former
communist countries adapt to
market-based economic

sysiems.

According to IMF officials, a
loap for Moldova is pending
under the facility, and Kyrgyz-
stan is expected to qualify for 2
second loan. Others interested
in STF assistance inchzde Bela-
rus, Kazakhstan, the Slovak
Republic and Russia.

The IMF has a very strong
liquidity position to deal with

mm'ﬂ
Iotal outstanding credit

0~ —— 77

these rising demands. The
report disclosed an increase in
the IMF's usable hquld
resources to SDR522bn in
199293 from SDR20.9bn the

year before. The ratio of liquid
hal:ulitles to usable liquid
resources - the liquidity ratio
- increased to 155 per cent
from 81.6 per cent.

The IMF also reported a
decline, for the first time in a
decade, in the members’
arrears, from SDR3.5bn to
SDR3bn. Peru successfully
eliminated its arrears to the
IMF in the past Boanucial year.

Hopes for facility to aid reform

By Peter Norman

THE International Monetary
Fund will seek approval for
two measures to support devel-
oping and former communist
economies at its annual meet-
ing thiz month. But it is likely
to move forward on only one.
The IMF hopes progress will
be made towards agreeing the
financing of a new “structural

adjustment™ facility io help
low-income developing coun-
tnes carry out markei-oriented
reform programmes.
But Fund plans for 2 modest
allocation to members of its
own reserve asset, the Special
Drawing Right, are expected to
fall foul of a US veto and oppo-
smon from other leading
ustrial cooniries, including

Germany and possibly Britain.
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The IMF wants a SDR36bn
{851bn;£33bn) allocation that
would bolster the international

late world trade, restore the
share of the SDR in global
reserves ¢ the 5.3 per cent
averapge of the years between
1971 and 1891 and remove an
inequity: 38 members have
allocation of SDRs and so
never henefited from such a
boost to their financial
resources,

Both matters are due to be
discussed at a meeting of the
IMF's policy-making Interim
Committee on September 26,
ahead of the formal threeday
meeting of the IMF and World
Bank that begins in Washing-
ton two days later.

. In its annual report, pub-

lished yesterday, the IMF said

its board of directors reached
broad t that a new
structural adjustment Facility
worth SDR6bn should be pro-
vided to replace the existing
Enhanced Structural Adjust-
ment Facility (ESAF) which
beexplres' at the end of Novem-

T.

The ESAF, which has pro-
vided funds at subsidised inter-
est rates of 0.5 per cent to 19
poor developing nations, was
judged to have been a success.

However, with virtually all
industriajised commiries exper-
iencing budgetary constraint,
differences exist on how to
ﬁnance a successor to the

suggaﬁon. put forward by
Britain's former chancellor, Mr
Norman Lamont, that the TMF
should sell some of its gold
holdings to finance a mnew
ESAF appears to have been
dropped.

Curbs on:.

US banks
may be
eased

SENATOR Douzld Riegle,
chairman of the US Senate

sive endorsement by
Eugene Ludwig, who as f_ﬁm-
troller of the Currency is
principal bank resﬂl
the federal govel

need for ba.nks to be allewal
to open branches in oiher
states. Mr Ludwig also argned

a?;
EEE

deadline

Yalks between Ford and s -

US United Aute Workeri~
prion on a pattern-setting new
labour contract yesterday
appeared to be facing diffi--
culty meeting a deadline of '
midpight, when the existing
three-year agreement expires,
writes Martin D:cksun fman
New York.

Mr Owen Bieber, UAW pren- .

dent,smdtherewasnoguu—
antee of a pact being reached

by midnight and neguhatims_ ‘

were “very, very tough™.

Bourassa to
stand down
Quebec Premier Robert Bou-

rassa yesterday said he wounld

not lead the Quebec Liberals
in the 1994 provincial election,
writes Robert Gibbens from
Montreal He will continue as
premier until the party
chooses his successor at @ con-
vention in January.

Mr Bourassa, 60, was pre-
mier from 1970 to 1976,
refturned to power in 1985, and
was re-elected in 1989.
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New drugs
lobby
fights for
reforms

PHARMACEUTICAL Partners
for Better Healthcare, the
organisation that commis-
sioped the NERA survey, is a
group of 40 of the largest
pharmacentical companies
from around the developed
world.

They have come together io
lobby for reform of national
health systems becanse of
their fears that pressures on
bealth budgets are uadermin-
ing their busi

In many countries,
short-term measures to ent
health spending have included
restrictions on prescribing
branded pharmacenticals and
the use of new and expensive
treatments.

Helping countries with
structural reform of their
health services appears to be
the best way for the drugs
companies to fight such
restrictions and ensare a
healthy market for pharma-
ceaticals in the future.

As Mr Henry Wendt, chair-
man of Pharmaceutical Part-
ners, puts it. “We see our cus-
tomers In difficalty and we
want to help them get into
shape.”

Pharmacentical Partners is
anxious to aveid the charge
that it is a short-term response
to developments such as Presi-
dent Bill Clinton's health
reforms and budget cuis In
Germany. The NERA survey
was commissioned in April
1992, before Mr Clinton had
won the presidential nomina-
tion.

John Willman looks at an international survey by a new grouping of world drug companies Study sets

Health funds fall further behind demand

DESPITE the efforts of many
countries to reform their
heaithcare systems, the gap
between demand For health ser-
vices and the funds available
to pay for them will continue
to grow, according to a new
survey published today.

The survey, which covers the
health services in 12 countries,
has been fmanced by 40 of the
world's largest pharmaceutical
companies. They have formed
a new organisation, Pharma-
ceutical Partners for Better
Healthcare, to lobby for health
reforms to meet the growing
demand

Next week, President Bill
Clinton is due to announce his
reform package for the US
health system, including com-
pulsory membership of heaith-
care schemes for all citizens.
The survey, which has been
seen by the task force
with producing Mr Clinton's
reformns, endorses many of the
elements expected o be in the
package. .

The survey says all countries
are facing rising health costs.
Figures from the Organisation
for Economic Co-operation and
Development show that spend-
ing on health as a proportion
of national income has more
than doubled for many coun-
tries in the past 30 years.

The UK now spends three
times as much in real terms on
healthcare per person as 30
years ago. The US and Ger-
many spend four times as
much, while France spends
five times.

The two main causes of this
growth are technological inno-
vation, which has led to new

‘The pharmaceutical industry’s diagnosis . . ._
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Sourcec National Economic Research Associates (NERAL, London and New York

and more expensive types of
treatment, and demographic
change, with growing numbers
of elderly people who use more
health services.

The growth is faster than
many coamtries think they can
afford, according to the survey.
Moast of the 12 countries sur-
veyed have launched reform
programmes, but these are
often deeply unpopular.

In many cases, countries are

resorfing to short-term mea-
sures fo curb the growth in
costs. But piecemeal measures
are often counter-productive,
the survey says, since saving
money in one sector often
forces up costs elsewhere.
Introducing charges for con-
sulting family doctors, for
example, will increase demand
for hospital treatment if that
remains free.

The survey argues that only

structural referms, which
should aim to create systems
that provide incentives for doc-
tors and patients to economise,
will work in the long nm.

On present projections,
demand for health services
will ouistrip funding by
between 2 per cent of GDP
in the US and 9 per cent
in the UK and the Nether-
lands, calculates the National
Economic Research Associates,

the economic consultants who
carried out the survey .

The NERA survey identifies
principles that should guide
healthcare reform. These
include compulsory competi-
tive insurance systems which
gnaraniee a basic package of
health services.

None of the 12 countries pro-
vides a perfect model, accord-
ing to NERA, though the ideal
prototype partly resembles

reforms now being imple-
mented in the Netherlands.

[n the US, with its _pr;vate
insurance system, univ
aceess to a basic package of
health services is the key to
reform, the survey Says. For
European countries with fax-
funded health systems, such as
Britain or Sweden, more <om-
petition is required to provide
incentives for greater effi-

clency.

MrcyR.ichard Rapp of NERA
says: “There are many lessons
to be learned from the experi-
ences of other countries. But
don't look to any of the coun-
tries for the answer.” .

Patient choice is an essential
element in increasing effi-
ciency. If an insurer-fmls to
keep costs down, their mem-
bers should be able to change
to other, chegper insurers.

However, patients should
also be expected to contribute
towards the cost of their
healthcare to foster cost-
conscious behaviour. .

The role of governments is to
set standards and define the
range of services to which
evervone is entitled.

While governments should
not have a dominant role in
financing or monitoring the
system, they are the only bod-
jes that can launch the legisia-
and administrative
changes needed for
reform, the survey concludes.

Financing Healthcare with
Particular Reference lo Medi-
cines. NERA, 15 Siratford
Place, London WIN 9AF. 16
vols: £150 ($225). Summmary: E15
($32.50). Individual country
reports available separately.

out model
scheme to
close gap

D sota ot the
companies’ stedy A
features of a heaithcare sys
tem that could use competitive
market forces to close the gap
between demand for health
services the funds avafl.
able to pay for them. -~
They describe this model as

a prototype, which couniries ¥

to reform iheir health
seeking onld % towords
At its heart is a basic package -
of health services, available to

to .

Ep:Zry citizen would be
required to stgn up for health.
care insurance from competing

ing only the healthiest custom- .

ers, they would have fo accept
all applicants. ’
Each ndividual

The other part would be .
paid directly to the insurer. by

the member, as a sort of wem-
bership fee. Insurers woukd be
allowed to set their own pre.
iumratesforthebaswn;a;k—
age, 50 the more efficient

would be able to mmiercat -

their rivals. o
The insurers would buy ithe.
services from competing

healthcare providers such-as .

hospitals, doctors and phargia--.

Mexicans lower expectations in case US Congress rejects trade pact

Salinas plays down Nafta deal

By Damian Fraser
in Mexico City

PRESIDENT Carlos Salinas
yesterday played down the
importance to Mexico of the
North American Free Trade
Agreement, in apparent
response to concerns that the
treaty might be rejected by the
US Congress.

In a speech which appeared
to have been written before US
President Bill Clinton's strong
endorsement of Nafta yester-
day, Mr Salinas said neither
the treaty nor the side accords
were a panacea. They would

not resolve Mexico's problems,
and were just one element of
the country’s opening to the
world economy.

The Mexican president was
speaking as he signed the sup-
plemental accords to the
treaty. “No one will do for
Mexico what Mexico does not
do for itself,” he sald. “This is
the truth, independently of the
treaty and the accords.”

The president now appears
to be lowering the expectations
of future wealth generated by
Nafta, which he helped build
up, and preparing Mexico and
foreipn investors for the possi-

bility that the US Congress
might reject Nafta.

The speech was considerably
less upbeat than one he gave
after the side accords were con-
cluded last month.

Mr Andres Rozental, deputy
minister of foreign affairs, said:
“It is evident that there is still
a question of whether the US
constitutional precess will be
finalised and that obviously
has a bearing on the way the
treaty is locked at.” Congress
is expected to vote on the trade
pact later this year.

The president chose the sign-
ing to stress advances that

Mexico had made that did oot
depend on Nafta. He said
Mexico would probably join
the Organisation for Economic
Co-operation and Development
before the end of next year,
and would shortly sign a trade
treaty with Venezuela, Colom-
bia and Bolivia and a separate
one with Central America.

“Mexicans”, the president
said, “are not waiting for the
day that the treaty comes Into
force to redouble our efforis.
We have alreadv been working
so that Mexico integrates more
intensely with the world econ-
omy."

Brittan in Uruguay Round plea i

By Nancy Dunne and
Lisa Bransten in Washington

SIR Leon Brittan, EC commissioner in

charge of irade, said vesterday

Europe
the US would lose ali credibility with
other Gatt members if ther could not
reach agreement and conchide the Uru-
guay Round by the December 15 deadline.

“We have sufficient will and sufficient
determination to proceed,” he said, adding
that the US had consulted widely with s
trading pariners before fixing the deadline
with Congress. This refuted a French sug-
gestion that the US had imposed the
December 15 deadiine on the rest of the

world and must therefore be held responsi-
ble if the round cannot be completed by

that date.
and

as a whote.

Speaking at a Chamber of Commerce
breakfast, On the Gatt, he suggested that
the US-EC Blair House deal could not be
approved until there was agreement on
agricultural issues in the Uruguay Round

Sir Leon brushed aside the question of
whether French objections over the US-EC
Blair House deal on agriculture will be
ailowed to sink the Round well before the
fnal leg of the negotiations proceeds.

He said EC members could not formally
agree to any part of Blair House until they

have a comprehensive package on agricul-
tural issues through the Uruguay Bound
“It is part of an ongoing process and at the
end of the day nobody is asked toc take a
position until a whole deal is available.

“In setting [the deadlinej the US con-
sulted widely with the international com-
munity; we if anything argued for a
slightly shorter deadline,” he said.

He warned Americans that the US offer
ol tariff reduction proposals on apparel
and clothing was insufficient. Japan and
the newly industrialised cotmtries must
also improve their offers on finarcial ser-
vices and agriculture and cut tariffs in
sectors such as shoes and leather goods.

Old-style peasant rebellions

Alison Maitland explains the tradition behind French farm protests,
and the way other countries’ farmers make their feelings known

HEN Mr David
Evans, director gen-
eral of Britain's

National Farmers' Union,
joined an international lobby
organised by French farmers
against the [JS-EC farm trade
deal in Strashourg last Decem-
ber, he was wounded in the leg
by a rocket fired by a French
protester.

It was symptomatic of a
clash of tactics. While French
farmers try to blockade Paris
today in the latest show of
force against the Blair House
agreement, their counterparts
in Britain and other EC coun-
tries, will be {rying to win the
minds of their politicians.

The scenes from French tele-
vision are familiar - burming
tyres, blocked railways, streets
piled high with potatoes, truck-
loads of mud dumped outside
government offices, bloodied
farmers clashing with riot
police. In countries such as
(reece, Ireland and Portugal,
the agricultural sector contrib-
utes far more to GDP and
employs a much Iarger per-
centage of the workiorce - yet
it is French farmers who
always steal the headlines with
their high-profile protests.

That is partly because
France is the EC’s main agri-
cultural powerhouse and the
werld’s biggest farm exporter
after the US. giving it the
strength t6 make or break the
Uruguay Round.

But French farmers are able
to pursue the tradition of jac-
guerie, or peasant revolt, which
goes back to the 14th century,
because they have so much
domestic support. Today's
planned demonsiration is by
Co-ordination Rurale, a splin-
ter group which broke with the
main FNSEA union in 1991,
saying it was too moderate.

“There’s a large amount of
public sympathy for the rural
interest, which you don’t get to
the same extent in other EC
counttries,” says Mr Brlan
Gardner, director of EPA Asso-
clates, a Brussels-based agri-
cultaral consultancy. “The
French have a quast-religtous
attitude to food and the rural
sector. .. there’s still a tremen-
dous tolerance of the poor,
under-privileged peasant as the
urban majority sees him.”

The proportion of the work-
force engaged in agricultura
has fallen from 225 per cent In
1960 to just & per cent today,
but that Is still three times the

0ld French eustoms: wlne
and Spanish grapes in protest at

level of Britain. There are few
French families who do not
have a relative working on the
land or own a rural retreat.
French farmers take to the
streets before important EC
councils like the one which
will bring foreign and agricul-
ture ministers together to dis-

a0
EC import regulations

s
¥ W

.

cers from Béziers burn {talian
Rauter

party can aff i

o ord to ignore

Yet the more peaceful lobby-
Ing tactics used by farmens &
other leading EC cowuntries are
arguably just as effective.

Ag in France, the farming
vote is plvotal in Germany,
whose government's stance on

French farmers, who will today try

to blockade Paris, risk

“isolation™ withinl?renchsoﬁetyi.ttheydmntthe life of their

“We just want to show that there
determined to defend their way of Hip» fo,

newspaper.

of Hfe,” he told Le Fizare

cuss the US-EC draft farm
trade deal next Monday. “Tt's
part of the theatre, of creating
the right atmosphere to get
what they want,” says Mr
Gardner. “They have tacit sup-
port from the government
because of the tenderness of
the political relationship.”
Most French farmers vote for
the right. but there is a strong
Communist constituerey in
the south and the Socialists
also bave farming support in
areas such as Brittany. No

French demands for i
atioq of Blair Ht:lusea mm
crucial. The Christian Sacial
Onion {_CSU'). the Bavarian
parther in Chancelloy Helmut
Rohi's CDU-led coalition, hag
ficant backing from farm.
ers m its southern German
power-base and their demands
must be taken into account.
The German farmers’ wunign,
which claims tg represent
mcrethans_npercentoffarm—
occasionally launches
t ng. But like

Britain’s NFU, it prefers nego-
tiation.

Big protests win little public
tolerance in Germany. On the
other hand, many smalitholders
in western Germany aiso have
jobs In factories, increasing
support for farming interests
in urban communities, Farm-
ers account for 34 per cemt of

the workforce in westerm Ger- -

many, and some 3§ per cent
are estimated to be part-timers.
The German farm lobby has
been effective at getting a good
deal cut of the CAP and the
German government, says Prof
Wyn Grant of Warwick Univer-
sity, an expert on farming lob-
bies. “They've relied on their
links with the political parties,
particularly the CSU and the
FDP. and with civi] servants
behind the scanes.” :
. He points out that the EC's
green money” system has
untl]l now worked in their
favour, preserving them from
cuts in Ecu-based farm prices
Wluciled wg:ld normally have
resul m the stre of
the D-Mark, neth
The NFU in Britain is one of
the country’s most powerfol
pressure groups. Its president
has constant access to the agri-
officials studiously consult pro-
ducers whenever new propos-
als are on the table. British
farmers traditionally vote Con-
servative and links with the
party are close, although sup-
port has been ebbing away to
the Demaocrats in the
Iast couple of years.
its sty‘!l:j%? ll’;il:il?mlmggﬁ
]
Droposats. whimh oAopy LoD
w wou ve .
put England’s large farmers at
& particular disad

The NFU bhas rgjected com-

frontation 1 i
Iready haﬂpaﬂ:sr because it

pain, i5 seen as evem - -

more vital now that CAP

Eeéor:; ;;ertmaking th; size of
payments more
transparent

Nonethel;ess. taday” -
Gatt dgmonstratioraf:r;ﬁa
Parls will bs watched clogely

by farmers hoth ;
o the US, th in the EC and

would ma o

g




You shouldn’t be.

With about 650 athletes and officials in the party
(not to mention the odd horse or two) the British
Olympic Association needed a big airline.

Delta is big.

We have more direct flights from Europe to the
US than any other airline. We fly to over 250 American
cities and over 300 worldwide.

In fact, with 4,900 flights a day in the Delta
system, there’s a Delta plane taking off somewhere in
the world every 32 seconds. (That ought to be flexible
éenough for most training schedules.)

We’re experienced, too. We've been in the air since
1929 so we know our way around.

As for comfort and care — just talk to some of
our regulars in business suits and you’ll know how
we’ll look after the people in tracksuits for the next
three years. | o |

The fact is, we aim to get Mr. Christie, Mr. Jackson
and Ms. Gunnell to Atlanta in tip-top condition.

If they win, we win, too.

DELTA AIR LINES
L) . Official Airline Of The British Olympic Team.
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Bock joins Palumbo
in developing City site

By Vanessa Houlder
and Roland Rudd

THE 35-YEAR struggie by Lord
Palumbo to build on one of the
City of London's most promi-
nent sites - opposite the Man-
sion House and close to the
Bank of England - came to an
end yesterday.

Lord Palumbo, chairmarn of
the Arts Council, the UK's
vmbrella funding organisation
for the arts, and Mr Dieter
Bock, the German financier
who is joint chief executive of
Lonhro, yesterday announced
a joint venture to develop the
sibe,

The plot, which has the offi-
cial address of No. One Poul-
try. is now occupied by build-
ings which are listed as of
architectural merit - including
the well-known Mappin &
Webb building.

The deal marks the begin-
ning of a new phase of specula-
tive development in the City of
Londen, which is starting to
stabilise after suffering one of
the fiercest downturns of any

property market in the coun-
try. “The recession has turned
the cormer,” said Lord Pal-
umbo

The plans for the site bave
been opposed by conservation-
ists including Prince Charles
who described Sir James Stir-
ling’s design as a “1930s wire-
Jess set”.

But the Corporation of Lon-
don, the local government
authority in the area which in
the past opposed the project,
has indicated its consent.

Mr Bock has personally
acquired 50 per cent of the site.
Advanta, the Frankfurt-based
property company of which he
confrols 80 per cent, will pro-
vide the funding and under-
take the building’s project

management.

Lord Palumbo said he was
introduced to Mr Bock at the
beginning of the year by a
mutual friend who knew they
shared a passion for the archi-
tecture and the arts. “We had
an immediate rapport,” he
said.

The two men immediately

decided to go into partmership
but deiayed their announce-
ment until they had received
the support of the corporation.
“They took the view that it
would be absurd to keep chal-
lenging the development® said
Lord Palumbo.

Mr Bock said he was
delighted that all the legal hur-
dles had been surmounted. But
Lord Palumbo was more cir-
cumspect: “It's as if you are
leading one-nil, but you cannot
afford to relax in the last two
minttes of the game.”

The construction of the
building, which will have
125,000 sq ft of offices and
25000 sq it of retail space, is
expected to start next April or
May and will be completed in
1996.

The building is on a triangu-
lar site bounded by Poultry,
Queen Victoria Street and Sise
Lane, facing the Royal
Exchange and adjacent to the
Bank of England and the Man-
sion House.

Observer, Page 17
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mnnkesdinbmghspeaking

at an
Angtican church in Newark, central England, to mark the retwrn to

Poland of the remains of wartime

yesterday at a mass held In

leader Gen Wladyslaw Sikorski

Drivers face ride on Texas-style ‘railway on rubber’

By Charles Batchelor
in Hotiston, Texas

THE UK is to look at a system
developed in the US for reserv-
ing motorway lanes for car
pool users, buses and other
cars containing at least two
people. Mr John MacGregor,
the UK transport secretary,
said.

Mr MacGregor was speaking
after viewing the operation of
the “high occupancy wehicle™

or “fransitway” system in use
in Houston, Texas. Transi-
tways are single lane segre-
gated highways which run
down the middle of conven-
tional freeways. “This is a rail
system on rubber tyres,” said
Mr Hector Gargia, Houston
community affairs director.
Mr MacGregor said: “If this
be achieved in a country
with a car culture there are
possibilities. But translating
the system across to the UR

would need thought.” He
acknowledged that lack of
space on British motorways
would limit its use in the UK.

The Metropolitan Transit
Authority, which runs the
local bus service as well as
building the transitway sys-
tem, calculates that one transi-
tway can ecarry the same num-
ber of people as five standard
lanes of freeway.

Transitways run down five
of the main freeways into cen-

tral Houston but are to be
extended to seven. Sixty miles
of the 105-mile system have
been built.

The segregated transitways
carry up to 75,000 people a day
but could take up to 150,000.
They can shave one minute a
mile off travel times in the
rush hour. The transitways are
single lane but the ravel direc-
tion is reversed at midday fo
match the direction of rush
hour travel

Houston first considered a
rail system but voiumes did
not justify the expense.

Use of the transitways has
been increased by the down-
turn in the ofl industry, which
has put pressure on family
incomes, and also by federal
clean air legislation. Compa-
nies employing more than 100

Britain in brief

Motorways
poll finds low

score for UK

Only two per cent of European
drivers think UE moforways

poll, by ISQ Group, questioned
7,000 drivers in Belgium,

those ques-
tioned thought Germnany’s
autobahns were the contl-
nent’s finest motorways, fol-
lowed by the French system on
21 per cent. Two thirds of all

Tax concession

on UK homes

The Inland Revenue issuaed an
exira-statutory concession to
ensure that most people who
work oversess will not be sub-
Jject to tax simply because they
have 2 house in the UE. The
amendments will apply during
the tax year 1992-93, and reflect
changes ammommoeed i the bud-
get. They cover the period
before the new regulations
came into force.

Gummer_call
on recycling

Businesses must be prepared
mmfnrml'emhngur
ing, Mr John Gumuier,

environment secretary. told

companies to discuss progress

government recyclng

ts, he also called for

“immediate action [::;’l Sﬁ
guand the recycling P

tics, paper and boanl threat-

ened by subsidised foreign

imports”. .
The growth ofmcyﬂintgﬂ:
several European coun
has been handicapped by the
overﬁowofunwantedrec!%!e;i
kaging from Germany. Fol-
}’:;lngﬂwﬂnancialpusht"f
the German schemes, the UK
government announced that it
would consult industry care-
fuliy before committing itsell
to a policy.
Mr Gummer has told indus-

to prepare a plan by Christmas
to allow Britain io recover
between 50 and 75 per cent of
packaging waste by the end of
the decade.

Smith wins vote

on selection

Mr John Smith, leader of the
opposition Labour Party, won
a poteniially significant wvic-
tory in his battle to introduce
one member ane vote in the
selection of Labour parliamen-
tary candidates. Some of the
to the party want to keep their
“biock vote” system instead.

The executive of Usdaw, the
shopworkers union, the sixth-
largest affiliate to the party,
decided that the union's dele-
gation to the party conference
at the end of the month should
be free to back Mr Smith's
reform proposals.

MPs ‘a_gainst
more aid cuts®

Mr Martin Griffiths, director
of the charily Actionaid,
clalmed that any forther cuts
in Britain's overseas aid bud.
get wonld be “ont of tine with
the feelings of the majarity of

MPs".

He sald this had been estab-
fished by the views expressed
by 100 MPs in a smvey con-
ducted by Gallup. -

BT union urges
pay action

The Nationa! Communication
Union, the main BT union, is
to ballot its members over
industrial action, following
rejection of a 1.9 per cent pay
offer from BT. The offér,
described by BT management
as “final”, covers 110,000 engi-
clerical workers. The

Cadbury code
delayed

Leading compalies agreed
with accounting stan set-
ters on delaying the implemesn.
tation of parts of the Cadbary
code of corporate governance,
Directors have been concerned
about the Ievel of disclosure
which they will have make
under the code and said that
they had heen given insuffi-
cient time i{o respond to the
guidelines.

of the Financial Reporting
Council, was last night still
trying to seek approval for a
new timetable froin Sir Adrian
Cadbury, who chaired the
committee on the financial
aspects of corporaie gover-
nance.

LUXEMBOURG: 7-9, BOULEVARD ROYAL-
MEETING POINT FOR YOUR INVESTMENTS.

"+~’O 1 am specifically iaterested in
,.-"O Please call me

DM 250

As a subsidiary of
Landesbank Munich we have
been active in the Luxembourg
Financial Centre since 1973. The
variety of international investment
opportunities as well as the ever changing
economic and political climate today requi-
res for customized portfolio management
increasingly highly qualified professionals. We
endeavour to provide our demanding clients with
- the most personal services. Minimom amount for
investments DM 100°. Portfolioc management starting at

yerischie A 3
. ]L‘..wuv.n;':c..dn

€

For specific information just call us or send in the coupon.

_-" BAYERISCHE LANDESBANK interoational $.4. g
.+ 7-9 bd. Royal, L-2016 Luxembourg, Phone (003 52) 4759 11-1, Fax (003 52) 4759 11-302 E

I can be contacted between

and

rl

Bayerische Landesbank

Intemnational S.A., Luxembourg
o

We can algo be reached via our [
the BAYERISCHE LANDESBANK Girozentrale, Munich
as well as viz any Bavarian sevings banks.
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Caution greets
industry output rise

By Emma Tucker,
Economics Staff

MANUFACTURING OUTPUT
bounced back in July after fall-
ing sharply in June, but
changes to the way in which
the figures are compiled cast
doubt on the strength of
growth so far this year.

In July the monthly rise in
manufacturing output was 0.7
per cent following a sharp 2.1
per cent fall in June, Compared
with the same month a year
ago, output was L7 per cent

T.
Manufacturing output is still
faster than other sec-
tors of the economy and
remains well above last year's
levels. But a new series of sta-
tistics from the Central Statis-
tical Office shows that manu-
Bacturing growth in the frst
half of the year was much
weaker than previonsly
reported. Figures rebased to
1990 show that output grew by
1.2 per cent and 0.6 per cent in
the first and second quarters of
this year against 2 per cent and
14 per cent under the old
Ho drop produc-
Wever, a in

tion towards the end of last
year was not as steep as previ-
ously recorded. Compared with
a year before, the growth rates
for the first six months of the

year were revised sligh
downwards. ouly iy
Confirming the fat profile of
output since January, the lat-
est figures show that, in the
three months to July, manufac-

turing output grew by 0.1 per
cent compared with the previ-
ous three month period. Tt was
the lowest quarter-on-quarter
gain since the three months to
January. However, output was
up 2.2 per cent compared with
the same three months a year
before.

The CSO said the changes to
the manufacturing figures
wonld not have a big impact
on GDP. While they may
change the quarterly profile of
non-oil GDP, the strength of
manufacturing output on a
year-on-year is means the
changes are unlikely to alter
greatly the recent trend of
steady growth.

'The_manthly rise in manu-

facturing ouiput was concen-
trated iIn investment goods.
Ouiput of this category rose by
1.5 per.- cent compared with
June when it dropped by 29
per cent. Cutput of consumer
goods, which was flat monih-
on-month, rose 0.3 per cent in
the latest three months com-
pared with the same three
months a year ago.
. The strongest manufachring
industries were textiles,
leather and clothing, coke, pet-
rel and nuclear fuels. Food,
drink and tobacco and chemi-
cals suffered the

Mining and o

, which
under the new series ng
by 63 pe o

per cent com
the latest three months,
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Families to sue
over baby foods

ham, Boots,
apd Gate, Milupa and Ro(l":ol:

ipitial court -
Ings begin. The cor_npal;?:;

involved
"‘biﬂt?foranydenmm

lems among infants d
bledged to contest the acl:on.'an
SmithKline Beecham, which
manufactures Baby Ribena,
said it was aware
ing proceedings hut had not
yet received writs. The label-
:lng of Baby Ribe&:_; had been
med, but it denied the deci-
was i
o linked to the legal
action is supported
professional health groups
including the Health Visitors'
Association and the Royal Col-
lege of Midwives which are
dental disopters Topogenee of
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Announcing their decisio
Proceed with the action e
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The new Saab 900's door handle is
intentionally-recessed to. reduce wind-
noise. With your palm up or down it
offers a firm grip. Wel! appreciated in

bad weather or emergencies.

Totally practical and thoroughly
considered, since every Saab design
solution is influenced by considerations

of Active and Passive Safet_y.
STARTING WITH f@C’I_'IVE’ SAFETY. _

Active Safety? Avoiding accidents
in the first place. We match our chassis
resonance to that of the human body

with prompt and precise signals.

" ~.(Germany's authoritative "Auto, -

- Motor und Sport;' magazine: ‘...a high

level of performance and comfort owing

‘to a sporty and comfortablé chassis’.)

The driver receives an uninter-

rupted flow of vital signals enabling

corrective or compensative action. -

Perhaps explaining the uncanny
feeling of security and harmony that
accompany even your initial drive.

By increasing chassis rigidity, we
have improved handling and driving
béhaviour consisténtly across all speeds

and loading conditions increasing

the car's predictability, an advantage

that could be decisive for accident

avoidance.

MOVING TO ‘PASSIVE’ SAFETY.

Over one hundred prototypes
were deliberately crashed. A three-way

collision simulated effects of a multiple

accident.

The front was hit at 56 kph.
Designed to crumple, it absorbs and
distributes collision forces. The driver-
protection system includes seat-belt
with pretensioning, airbag, collapsible
steering column and our patented
A-pillar/front sill connection, reducing

leg injury risk by helping to deflect

- the front wheel from intruding into the

cabin during an offset frontal collision.

The rear was struck at 48 kph. Our
new Saab ‘Safeseat’ concept features
a uniqué new steel beam assembly,

offering all three occupants three-point

THE NEW 900.
VERY STRONG. VERY SAFE. VERY SAAB.

- car. Based on the identical design

inertia seat belts and individual head
restraints*. The lower seatframe also
acts as a cross-member reinforcing
side-protection (the rear seat back-

rest can be optionally equipped with

" two foldable child seats).

It was rammed in the side at 54 kph.
All ddors are packed with shock-
absorbent foam. The side-protection-
system deforms defensively while
absorbing collision force. Occupants
are houséd in a reinforced steel safety
cage that deflects high-speed collision
forces. Re.sult? A battered new 900
with safety cage intact. Passengers
would have been shaken, but alive. For

25 years, our safety engineering

*Centre head restraint is an option

team has worked beyond test-track
and laboratory, analysing real-life road

accident data. The car bristles with

safety features which apply in all
markets, not only where legislation

demands.

FINALLY, AN UNUSUAL SAFETY
ENDORSEMENT.

Twice in succession, Folksam,
Sweden’s largest insurance company,
presented its Safe Car Award to our
larger Saab 9000, their results showing
it 40 to 60% safer than the average

. philosophy, our tests indicate that the

new 900 is equally as safe. Other
insurers agree, endorsing the new 900’s
safety and stability by, in most cases,
reducing premiums below other

cars in its class. Very sensible. Very

satisfying. And very Saab.

THE NEW 900. VERY SAAB.

Specifications and standard equipment may vary by market. Consult your nearest Saab retailer:

For further information, test drive or the International/Diplomat Sales Program call Saab
Information Service +44-71-240-3033 or fax a copy of your business card to +44-71-240-6033.
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Unions threaten ‘chaos’ over tight pay curb

By Kevin Brown,
Pofitical Correspondent, and
David Goodhart, Labour Editor

LEADERS of Britain's 5m
publicsector workers threat-

exchequer, announced a vir-
tual freeze on pay and wamed
that job losses would foliow
"excessive” settlements.

Mr Alan Jinkinson, leader of
Unison. the biggest union, said

the government “should be in
no doubt that it faces enor-
mous industrial chaos and
unrest”

Mr John Monks, TUC general
secretary, called an emergency
meeting of public-sector unions
to co-ordinate protests. The
TUC also demanded an urgent
meeting with Mr Clarke.

In a statement to the pay
review bodies, which make pay
recommendations for 1.4m pub-
lic sector workers, the chancel-
lor said 1994-95 pay increases

must be funded by productiv-
ity improvements.

He said the government sal-
ary bill would be frozen at
199293 levels to force depart-
ments to set pay “at levels no
higher than necessary™ to
retain and motivate staff.

“We have {o break the infla-
tion psychology that in the
past has led to expectations of
pay increases every year unre-
lated to efficiency improve-
ment or the ability of the
employer to pay,” he said. Mr

Clarke also warned the pay
review bodies that the govern-
ment will refuse to dip Into its
contingency reserve to finance
pay settlements regarded as
excessive.

“Higher pay costs not funded
by efiiciency savings would
therefore lead tc reduced
spending on services or
reduced employment in the
services and professions con-
carned,” he said.

The announcement places a
question mark over the future

of the pay review bodies,
which were set up 12 years ago
to distance the government
from sensitive sectors such as
nrses and the armed services.
it also means that the gow-
ernment is prepaved to face the
political impact of job losses
flowing from cash limits,
which ministers believe conld
be blamed on the unions.
The governmeni’s aim is to
prevent a round of “catch-op”
pay seitlemenis [ollowing the
end of Its 15 per cent cefling

on public-sector pay in 199394
Howaver, the a.nnotmnement is
zlso intended to mollify righ-
twingers angered by Mr
Clarke's insistence that tax
increases remain an cption for

and others in the public sector
tomfortheirt’ownewnnmlc
mismanagement”.

Ofticer Binch

calls inquest on
Bodvoc treasure

By Jim Kefly

A TREASURE hunter who
found a2 horde of Iron Age
coins buried m a field in cen-
tral England will have to wait
for one of Britain's most
ancient institutions to decide
who can keep them.

Modern technology, in the
form of a metal detector,
unearthed the seven gold and
977 silver coins of the ist cen-
tury AD. But it will fail to a
jury in a court led by a coro-
ner, whose office dates back to
1184, to decide if they are “trea-
sure trove”.

The coins, some bearing the
name of Bodvoe, a local ruler
of the Dobunni tribe who
reigned from AD 40 to AD 47,
are in Worcester police station
and will today be taken to the
British Museum in London for
evaluation.

Meanwhile Mr Richard
Binch, the coroner’'s officer, is
preparing to call a jury te
attend at Worcester Magis-
trates Court in about two
months. There the coroner will
ask for evidence from the
finder, archaeologists and his-
torians.

The question will be a simpie
one for the jury. Was the horde
buried in a bag by a Briton
1,900 years ago as the Roman
invasion spread panic across
the country ? Or was it a fresk
loss which lay discarded for
nearly two millenia ?

If the verdict is that the
horde, variously valued at

between £1m and a more sober
£45.000, was hidden, then it is
“treasure trove™ and is Crown
property. A museum would
then compensate the fnder at
market value. But if the jury
decides that the coins were lost
then the owner of the land,
who in this case gave permis-
sion for the tresure hunter to
cover his fields. would become
the owner of what Hereford
and Worcester Council believes
is a find of “pational impor-
tance”.

For the coroner, Mr Robert
Davies, the hearing. known as
an inquest, will pravide fleet-
ing publicity. But for Britain’s
seattered coroners the history
of their office has been one of
gradual erosion of powers.

Coroners protected the fiscal
rights of the Crown, which
included acquiring the goods of
convicted murderers and
money raised in fines. The
office of coroner therefore orig-
inates with investigations of
viclent death, and today the
main duty of the coroner is
stll to inquire into umnatural
deaths.

Coroners also investigate
finds of buried treasure. All
finds of gold and silver coins
are supposed to be reported to
a coroner. But many fAnds go
unreported in the modern
mania for metal f

Luckily for archaeclogists,
the Bodvoc find is an excep-
tion. Now the site may yield
further evidence of Britain
before the Romans.

ot

Caroner’s officer Richard Binch examines the horde of ancient gold and silver

g e

coins found

in a field

Barclays
to make
500 forced

job cuts

By Andrew Jack

BARCLAYS BANK said
yesterday that 500 staff in
London and the sounth-east
were likely o lose their jobs
in the first compulsory redon-
dancies in its branch network.

It said that as many as 800
steff in the region were “sur-
pios™ to its needs snd that
much of the reduction it
wanted conld not be met
through its volmMary redun-

dancy programme.

Mr John Cotton, Barclay's
personnel director, said: “This
is something we all sought to
avoid but it is jastified by the
needs of the busness and we
have to face up to it. We feel
grezat regret bui these jobs are
tost forever.”

Barclays said most of the
reductions were not related to

They were part of a plan
for redncing staff.by 18,000
over five years from the start
of 199%, of which London and
the sonih east were most

deinned the losses yesierday
and said the announcement
had “come gut of the blne™.

“We are totally opposed to
compulsory rednndancies on
principle,” Bifu said. “This
annpuncement shows that
nohody In Barclays is safe in
19947

Chancellor warns «
against rush back

to old-style EMS

MR KENNETH CLARKE, the
chancellor of the exchequer,
yesterday warned EC countries
against rushing to recreate the
Eurcpean Monetary System as
it existed before the August

currency crisis. ]

In the first extended dis-
course on future EC affairs
given by a British minister
since the near collapse of the
European exchange rate mech-
anism, Mr Clarke called on the
commumity to adopt economic
and monetary disciplines that
were “realistic and take
account of the lessons from the
recent past”.

Delivering the Swiss Bank
Corporation annual lecture in
London, he said the EC's
future economic discussions
shonld be guided by three
basic principles:
® Free markets and free
trade, including the need to
complete the single market
and complete the Uruguay

Round of trade liberalisation

talks,
@ Sound budgetary policies to
keep real interest rates down

to levels that would make -

jnvestment attractive. -
@ Price stability with mone.
state geared to ensunng

the EC is a zone of low infla
tion.

These principles - clearly
based on UK policy simce the
exit of sterling from the ERM &
year ago - were, he said, the
right way to achieve greater
convergence of economic pol
cies while making the commu
nity competitive with the out-
side world.

His opening words, which

referred to European union

ipstead of the EC, wers
unlikely to endear him to
Eurc-sceptics. “Britain,” he
-declared, “will be a member of
the European union for the
foreseeable future.”

But he depicted the Maas-
tricht Treaty as having broken

N,

the “federal mold™ for the EC,

Murdoch scraps ad
sheet after one issue

ﬁyfhymmﬂSnwdy

MR RUPERT MURDOCH'S
News International has
suspended publication of its
Shoppers' Friend newspaper
insert after only one issue.

Shoppers” Friend was a free-
standing insert containing onty
discount coupons for super-
market products and paid for
by advertising from the compa-
nies offering the discounts.

Such coupon booklets are big
business in the US and News
International decided 18
months ago to try to introduce
the concept intg the UK.

The eight-page Shoppers’
Friend that appeared in April
was carried in two Murdoch
titles, the News of the Worid
and The Stmday Times. It also
appeared in The Mail on Sun-
gar. published by Associated

ewspapers.
News International vester-

day blamed the recession for -

the failure as well as wide-
spread problems on redeeming
the discount coupons.

News International found:

that many supermarket staff
were simply accepting the con-
pons without making sure cus-
tomers had bought the prod-
ucts involved. News
Initernational declined to say
yesterday how much the ven-
ture had lost.

Meanwhile in the US Mr
Murdoch’s News America is
being sued by Sullivan Market-
ing, the coupon free-standing
insert subsidiary of Sullivan

The company alleges that -

News America and Valassis
Communications, 49 per cent
controlled by Consolidated
Press Holdings of Australia,
have indulged in “improper
and anti-competitive business
practices.”

We invest in gas because nothing will r_eplace eleciricity.

Qur grund-parents used gas for lighting homes and streets : now natural
gas is becoming the preferred feedstock to generate electricity. TOTAL is both
an oil and a gas company: in fact natural gas represents a major part of our

hydrocarbon reserves. From geology to marketing, TOTAL is at the forefront of

this complex industry and today holds a world-class position. Natura] b
] . gas has

anw
TOTAL

to become a key player. TOTAL BY NAME. TOTAL BY NATURE. ..E

therefore become a strategic focus for the Group, and it is not Just by

chance that in this rapidly expz.lnd.ing industry, TOTAL is poised
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OMOITOW'S mandaring wil|,
_if the Treasury has itg way.
get their hands dirty at

uSh b Y B least once in thefr clvil gep.
Ak BT s

: urns, the permanent

secretary. has decreed that the hest

move a Treasury high-flyer can
make is not up. but out. After g
deciglon taken at the Treasury Man-
- o agement Board this summer, high-

.. Carol Cooper offers advice and remedies to help
- _ ; tackle the symptoms of jet lag

Plane sailing for the

sharp end of economie policy.

Alter the spell outside, the Trea-
sury expects its secandees to resisi
the lure.of better pay and return
freshened enough to “import ideas
and challenge the orthodoxies of
internal management as well as its
policies™.

The scheme could certainiy help
salvage the relationship between
the Treasuary and business: the
department acknowledges criticism
that its officers have rarely lefy the
ivory towers of Whitehall to experi-
ence the constraints and pressures
of the wealth-creating sector.

But do wanagers feel their com-
pamies - who will, for a start, have
to reimburse the government for
the salaries of the secondees - gain
quite so much from the scheme as
the Treasury expects?

While Sir Terence's office has
peen bombarded with letters of
interest since the FT reported his
decision, a minority are openly
sceptical.

The reaction of Charles Drace-
Francis, the govermment affairs
director of British Aerospace, is all
the more surprising because he is
enjoying an extended secondment
from the Foreign Ofice.

“What on earth makes the Trea-
sury presume that in the middle of
a recession, after we've sacked 7,200
people and about to sack 2,000 more,
that its people are wanted?" he
demands. .

He is clear, however, about the
benefits diplomats can bring busi-
ness. “We know how to negotiate,
and we know how to report. A pro-
. duction engineer never writes any-
& thing down. If told to make a table.
“ he would never question whether it

had to have four legs.”

John Emmins, of the Federation
of Small Businesses, accepts that it
is a “step in the ripht direction if
only because civil servants, govern-
ment and banks seem to know so
little about business™,

Beyond that, he doubts the
scheme will have the desired effect
as civil servants are too set in their
preconceptions to learn much from
the private sector.

Sir lan Wrigglesworth, the deputy
chairman of Livingston Group, the
industrial mini-conglomerate, also

has his doubts. “It all depends on .

. s
Sir Terence Bums, pe

rmanent secretary to the

i 'ﬁ"'"’ o

Treasury: the best move is cut not up

Escape from the
Ivory tower

Rachel Johnson reports on a Treasury scheme to allow
high-flyers to stretch their wings in the private sector

businesses are preity lean and
would get very little short-term ben-
efit from installing a civil servant
and training him up to see what the
cumpany is all about.™ he says.

Others see more mutual benefits
- and are keen to grab a mandayin
as soon as possible. Michael Cor-
rigan, the secretary of the Associa-
tion of British Insurers, says the
ABI held an immediate board meet-
ing to discuss how mewber compa-
nies might secure civil servants.
Since the Financial Services Act. he
points out. the Treasury repulates
life assurance companies and they
are, naturally. keen to put their
points to the regulators.

The Prudential confirms its
approval of the scheme. “We've
always maintained informal links
with Whitehall but the secondments
would definitely help us learn a bit
more about how the civil service
operates.” it savs,

On the whole. though. managers

think that it is far more important

for civil servants to learn a bit more
about them. John Parsons. founder

ritv-card manufacturer in Dorset
that employs 30 and turns over £3in
a vear, supports the scheme. “it's
immensely valuable for people to
get inside infermation. particularly
about small and medium-sized busi-
nesses because thev are overbur-
debed with bureaticracy and repula-
tion.” he says.

Hugh Morgan Williams. the chair-
man of Canford Audio, the Tyme
and Wear-based manufacturer of
professional audio equipment. says
he would welcome a eivil servant -
but would want a “matchmaking
service™ to operate.

“I'd like someone involved in
industry or economic planning -
not the Health Service or the High-
land Development Board.™ he savs.

Aost important to the company.
with its annual ttunover of £8m and
staff of 85, would be the chance to
show the man from Whitehall the
“eivil service-related problems” it is
currently dealing with - filing
Intrastar returns for the Central
Statistical OQffice’s trade fgures:
and interpreting standards to conr-

.-bl¥ with the EC’s Byzantine Electro-

magnetic Compatibility Directive,

It seems clear that industiry. for
its many reasons. is keen for the
Whitehall secondments to take root.

The Treasury's personnel depart-
ment will be working overtime on a
number of complex aspects: negotia-
ting with staff and companies about
who should go where and for how
long: ensuring that departmental
cover is adequate: but alsa more
delicate questions of civil service
confidentiality.

Collective memory still rankles
about the Treaswry economist who

left in the 1830s to become a gilts -

economist at a merchant bank. hav-
ing been privy to kev information
about how the government caleu-
lared the publlc-sector borrowing
requirement.

So the set of rules about releasing
sensitive Treasury staff - which
dictates that a certain amount of
time has to elapse before the officer
leaves to do comparable work out-
side - is likelv 1o apply to second-
menis, tod. Companies keen to bend
the right Whitehall ear are not

likely to get it on_their books.

FEW air travellers
are lucky enongh
to escape jet lag.
Its familiar symp-
toms include
fatigne, disorienta-
tion. drowsiness.
difficulty concen-
trating, headached
indigestion an
HEALTH CHECK 1. of appetite. A
variety of sometimes nnuszal rem-
edies have been used for the condi-
tion. but yon do not need to go in
for aromatherapy or drinking
vour own urine to combat iis
effects.

Fairly obviously, jet lag is
caused by a mismatch between the
external time and the circadian
rhythm of yoar body clock.

The clock is regnlated by hor-
mones: by day, high levels of
adrenalin, cortisol and other hor-
mones are produced. By night.
melatonin i5 secreted by the
pineal. a small gland at the base
of the brain, which Descartes took
to be the seat of the soul. In
studies. melatonin capsules, taken
at times when the hormone
~should be™ natnrally released.

"l have been shown to reduce jet lag.

However, more work is needed.
and the treatment is not vet avail-
able for general use.

Logic tells us that environmen-
tal cues such as light, meals and
social rituals have an important
effect on circadian rhythms, and
recently physiologists have con-
firmed that this is so, althongh
they prefer to use the term :eirge-
bers {time givers) for these envi-
ronmental factors.

- Left to its own devices withont
any zeltgebers. the human body
actually prefers a daily period of
25 houyrs. This kas practical impli-
cations. It is easier to shift the
body clock backward rather than

forward. and jet lag is nsually

worse when travelling eastward.
If you are off to the Antipodes, try
gradually delaving, instead of
advancing. your activities by 12
hours.

For recovery from travel, one
should ideally allow a day for each
time zone crossed, but business
travellers rarely have that kind of
time. Fortunately simple measures

help. On the aircraft adjust your
watch to the new time and take

" plenty of rest, especially on east-

bound flights — symptoms of jet
lag are exacerbated by sleep loss,
If you have any short-acting sleep-
ing tablets, this couid be a good
time to take one.

Otherwise consider travel sick-
ness pills. which asually have a
sedative effect and can be chosen
according to the length of the
journey. Kwells and Joy-Rides
work for four honrs, while Drama-
mine and Stugeron last elght.

Alcohol dehydrates, so during
the flight aveid the free cham-
pagne and try to average at least
one soft drink an hour.

Constipation may make abdomi-
nzl symptoms worse; it is worth
getting enough fibre.

Try to schedule
meetings for the
morning {(Jocal time)
when in the US and
for the evening (local
time) when in Japan

]

Once at your destination, meirge-
bers become more important.

The minnte he disembarked. one
executive from the US was
dragged by his hosts to Battersea
Park fun fair. He described it as
horrible at the time, but later
reported that he was less affected
by jet lag than on previous trips.

Bright light is the most impor-
tant time-giver of all.

Ordinary, indoor lighting can
work, but strong, outdoor light is
better and may explain why those
who spend more time outside
adapt more quickly to changes in
time. The body clock can be
advapced by bright light between
5am and ilam. and delayed by
light between S5pm and 3am. Exer-
cise plavs a part. too, so if possible
take a brisk walk outdoors in the
sunshine first thing in the morn-
ing. Bioclok is an electronic device
to help synchronise activities with
time changes. It costs aronnd
£19.95 from Innovations or from
Medical Technology International

. flyers between grades thr l l Il E
. N ity seven are destined tp leair‘:- atgg .
= Whiteball cocoon, enter a private- Sl eS S tr r
. ':5:'-'”"" y sector company and spend a couple
e g of years learning about life at the .

(Tel 031 220 4368).

Il you cannot adjust to loeal
time, plan carefully. Try to sched-
ule meetings for the morning
(local time) when fying to the US
and for the late afternoon or even-
ing (local time) when in Japan. An
important presentation may work
as a ceityeber. but can be a busi-
ness disaster.

There are other complications of
air travel. Cabin pressure is only
about the same as pressure 5.000
feet above sea-level. The resulting
slight lack of oxygen can pose
problems for passengers with
heart disease. anaemia and severe
asthma. For most travellers. how-
ever, the only adverse effects are
on the sinuses and the middie ear.
Ear ache or facial pain can last for
days and could ruin a trip. If vou
have had a recent cold, ear infee-
tion. or sinus trouble. sucking a
sweet during ascent and descent
belps keep Eustachian tubes
patent. Those whe have not
packed sweets shonld indulge in
yawning.

Blood flow in the legs can got
dangerously sluggish on long
flights. with thrombosis as the
occasional result. Even in Club
Class it is worth walking around
from fime to time. keeping the feet
moving and avoiding tight socks
and crossed legs.

Recent studies show that
in-flight entertainment headsets
ean act as a breeding ground for
bacteria. It seems to be up to indi-
viduzl airlines to decide whether
to discard, sterilise or re-use head-
sets. and while no harm has been
known to come from headphones,
this could be just a matter of time.

The effect of airport trollevs is
in less doubt. First reported in the
British Medical Journal, airport
assault syndrome is damage to the
Achilles tendon from the use of
luggage trolleys as battering
rams. Various tendon injuries
have been described. the exact dis-
ability depending on the design of
the trolley and the feroeity with
which the other passenger
approaches with his suitcase — or
possibly with yours.

The quthor is o London general
practitioner.

s~

the firm. Small and mediumsized of Time and Data Systems. the secu-
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Morrison makes tracks northward

.’\‘.‘\;

The team which will operate
ScotRail as a shadow franchise
in the structure of British Rail
due to come into force from
next April has gained a strong
addition with the appeointment
of Bill Morrison ag its finaneial
adviser. Morrison. 55, takes up
his ScotRail appointment on
October 1 when he retires as
deputy UK senior partner of
KPMG Peat Marwick

Last month Chris Green, one
of British Rail's high flyers.
was named director designate
of the ScotRail shadow fran-
chise, one of the pilot projects
leading to the franchising of
selected rail services. Green
said then that his management
team would “definitely be bid-
ding for the franchise when the

director general of franchising
puts it on offer” - within six
months to a vear from the
beginning of shadow
operations. Green jolns Scot-

Rail on April 1 next year when
he gives up being managing
director of InterCity. which is
to be hroken up.

Morrison’s appointment is
the first of a financial adviser
to a shadow franchise. Born in
Glasgow. he has been an
accountant all his working life.
starting with Thorason McLin-
tock which merged with Peat
Marwick in 1987. He has had a
number of non-executive direc-
torships and is to join the
board of Scottish Amicable. He
is chairman of the auditing
practices board of the UK and
Ireland. and is to be chairman
of the executive committee of
the joint disciplinary scheme
aof the UK accounting profes-
sion.

H Martin Purvis has been
appointed company secretary
of BRAKE BROS.

M Hamish Paton, former
director of TSB Commert_:ial
Holdings. has been appomte_d
chief executive of Wilcomatic
and to the board of its parent
EUROPEAN MQTOR
HOLDINGS. ]

B Brvan Gray, previously md
of EVC Compounds, a joint
venture between ICI and
Enichem. has been appointed
group commercial director of
BAXI PARTNERSHIP.

W Johkn Righy has been
promoted to md of Viessmann.
the UK subsldiary of
VIESSMANN WERKE: he
succeeds Henri Oestergaard.
N Gareth Machin, t'ormerlyl
financial controller at (_}oodmg_
Sanken. has been appointed
finance director of Reten
Acoustics, part of HALMA.

W Philip Bullus, t'o_rmerly md
of Bourns Electronics, has
been appointed Europearl
director of marketing at Recon
Optical based in Camberley,
Recon Optieal is a subsldiary
of BOURNS In¢. .

Direct move
for Lloyd

The Direct Marketing
Association has a new chiefl
executive, Colin Llovd. 51.

Lloyd founded the highly
successful direet marketing
and sales promotion public
company KLP group. which he
then sold in 1990 to the Paris-
based international adverlis-
ing petwork RSCG for £3dm.
He stayed on for s while as
chairman of RSCG UK but in
1991 turned to serlous goifing
and consultancy work.

That semi-retirement was
not to his taste and he_ is
defighted to return {0 running
the DMA, which has a role
poth for the indusiry and the
consumey. .

Lloyd's predecessor. Richard
Genochio, stayed the course
for just nine months. Since he
jeft at the start of this year,
Juliet Williams has been run-
ning the DMA.

Llovd says he has two core
mlssions: “To ensure the

TSN : | A
DMA’s educational programme
operates on the highest levels,
and to make sure that the con-
sumer understands that com-
panies belonging to the DMA
really do adhere to our code of
practice. We are a vigilant
authority and really do clamp
down on abuses.”

Lioyd has more than 23
years' experience of direct
marketing and sales promo-
tion and wants to provide
what he calls an “ambassado-
rial role which leads the
industry forward™. .

Departures

Richard Jewson is stepping
down as chairman and chief
executive of Mever Interna-
tional. the timber supplier
which owns the Jewson chain
of builders” merchants.

The move. announced yvester-
day. follows the board's deci-
sion to split the roles of chair-
man and chief executive in line
with the Cadbury commitiee
recommendations and to seek
a non-gxecutive chairman.

Jewson. 49. who became
chairman In 1991, will continue
to act as chairman until the
end of December when he will
leave the board in order to
develop his career ~in other
areas”.

Yesterday he explained that
while he did not disagree with
his board’s decision to divide
the two roles. be did not want
tc become 2 non-executive
chairman. having worked
~hands-on™: nor did he wish to
go back to being chief execu-
tive. his earlier post. He said
he has “some ideas” for what
he might do next. but added
that he did not want to rush to
any decisions.

He has been succeeded as
chief executive by John Dobby
who joined the group in 1959,
has served as a director since
1983 and was appointed manag-
ing diracter in Cetober 1991

H Black Horse Financial Ser-
vices. an arm of Lloyds Abbey
Life. has announced the sud-
den resignation of Roger
Bevan. {ts managing director.

Bevan left at the end of last
week following what s
believed to have been a dilfer-
ence in management
approaches. He has been
replaced by Christopher Wis-

carson. currently group
finance director at Lloyds
Abbey Life.

The company refused to
comment on the resignation
and Bevan could not be con-
tacted.
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hat will happen when

the world's oil and gas

supplies run out? The

need to find answers
to this question has been frequently
postponed in recent decades as fur-
ther resources of oil and gas have
been discovered.

But reserves will finally start to
run dry by the middle of the next
century, according to the World
Energy Council, 2 non-governmen-
tal organisation representing more
than 100 courtries. Coal and
ruclear power are the most “readily
available™ alternatives, it concludes
in its latest worldwide projections®,
published this month.

That answer will leave many dis-
satisfied. Coal is a prime source of
carbon dioxide, implicated in the
threat of global warming, environ-
mentalists and governments agreed
at last year’s Earth Summit in Rio
de Janeiro. There is also mistrust of
nuclear power among many people
in industrialised countries, while
governments are increasingly wary
of the expense of building and then
scrapping nuclear plants.

To solve the conundrum, parts of
the “green” movement have rested
hope on the potential of “renewabie
energy” - wind, solar, wave power
and the like. But the issue has
divided environmentalists - many
object to the appearance of these
new energy forms and their impaet
on wildlife.

How seriously should the poten-
tial of “renewables” be taken?

A new 320-page report by the
World Energy Council sets out te
answer that goestion. It marks the
council’s first systematic attempt to
bring renewables into its models,
and is the resuif of four years' work
by a speclally formed committee.

Although the report's conclusions
are incorporated into the council's
woridwide projections, the commit-
tee makes clear that its views do
not always coincide with the coun-
cil's. The committee chides the
WEC for having piven renewables
“secondary status as minor contrib-
utors to the overall energy picture”,
and It adopts throughout a cam-
paigning tone which will be unfa-
miliar to regular WEC readers.

BUSINESS AND THE ENVIRONMENT

Answers in
the wind

Bronwen Maddox looks at a new
World Energy Council report
on renewable energy

The committee's main conclusion
is that the proportion of world
energy consumption suppiied by
renewables, currently 2 per cent,
could double to 4 per cent by 2020.
That would represent a trebling of
the amount of energy sup-
plied by renewabies.

It says this projection is based on
“current policies”, but that it has
assumed that fossil fuels will
become more expensive, while the
prices of renewables will fall. How-
ever, these assumptions are not
spelled gut.

The central claim of the report is
that with special aid from govern-
ments and international initiatives,
the proportion of emergy use con-
tributed by renewables could grow
to 12 per cent. It calls this the “eco-
logically driven case™.

These projections include six
types of energy: wind, solar, geo-
thermal (making use of the earth's
underground heat), oceans, small-
scale water power and biomass -
organic-based fuels made from
sugar or waste.

However, one of the report's odd-
ities is that if does not look at large
hydro-electric projects, vne of the
most well-established forms of
renewable energy, on the prounds
that enough research is already
available. Nor does it consider in
detail the role of what it calls “tra-
ditional biomass™ - wood burning -
by far the greatest source of energy
in many developing countries.

y concenfrating only on the

newer forms, it understates

the role that remewable
energy already has. The report does
acknowledge that if hydro-electric
power and biomass are taken into
account, total repewable resources
contribute about 18 per cent of
world energy use today. or about
1,559m tonnes of oil-equivalent.

Even within its limited terms of
reference, however, its projections
contain suprises.

It estimates that some three-quar-
ters of energy from “new renew-
ables” comes from “modern bio-
mass” - the burning of waste and
sewage, and fuels made from sugar
and other organic matter. The popu-

tarity of “modetn biomass” in North
and Latin Awmerica means that it
will still contribute nearly half of
the total in 2020, the report argues.

It clearly recognises that one of
the biggest chstacles to renewables
is their expense. The report esti-
mates that its “ecologically driven”
projections would need cumulative
investment of $2,400bn (£1,600bn) in
renewables between now and 2020.
That compares with some $930bn
capital investment in fossil-based
systems to produce the same
amount of energy. However, the
report is correct that this handicap

may diminish,

It is also right to warn of the
danger of subsidising renewable
energy: “Experience has shown that
too rapid a growth, through mas-
sive tax and other incentives,
encourages marginal companies
and technologies into the market,”
which then fail to survive.

In many cases, it points out, the
natural limitations of renewables
limit their spread. For exampie,
many areas which are suitable for
wave power have other cheap
energy — Australia has coal, New
Zealand has hydre and geothermal
potential and Britain has coal and
nuclear energy.

It will also find increasing sup-

Wind power: expected to make considerable inroads after 2010

port within governments of indus-
trialised countries for its view that
the environmental costs of fossil
fuels - principally their abmo-
spheric emissions - should be
reflected in energy policy. But the
report Ieaves this question open -
along with many others.

It expects splar and wind power
to make considerable inroads after
2010, but does not spell out the tech-
nological improvements and falls in
price that will bring that abouf. It
includes few comparisons with the
cost of nuclear power, one of renew-
ables’ chief rivals for government
subsidies

Nor does it offer much comment
on how to treat the initial high-capi-
tal investmen! which renewables
require when comparing them with
fossil fuels, where initial invest-
ment is low, but continuing costs
are high

This report provides too little
analysis of the future costs of
renewahles {0 show how those
choices will be made.

*Renewable Energy Resources:
Opporiunities and Constrainis
1920-2020; Energy for Tomorrow’s
World. World Energy Council, 34 St
Jamess Sireet, London SWIA IHD.

£25 plus postage.

ake Bafkal, the deepest fresh

water Iake in the world, is

often portrayed as a symbol
of how Soviet industrialisation
policies rode rough-shod over Rus-
sia’s environment.

Today, it provides a litmus test
of whether iniernational co-opera-
tion can help Russia tackle ecolog-
jcal problems as it atiempts to
build a democratic. market-based

society. .

The size of Belgium and still
basieally unspoilt, Lake Baikal
has a unique ecosystem aund con-
tains 20 per cemt of the world's
reserves of fresh water. The Iake's
most visible problem is an eye-
sore:z a vast cellujose and paper
plant built in the 1960s which
belchbes grey smoke through doz-
of chimmey siacks and dumps
waste water into the Iake.

But the old Communist system
which could erect this plant in
sach a location z2lso spared Lake
Balkal from ecapitalist-style
threais to the environment such
as mass tourismm and property
development.

The damage caused by the plant
is 1imited to a relatively smalil
arez. Bat with the swiich to mar-
ket principles, tourism and exploi-
tation of timber amd agriculhme
only increase, generaﬂng new

chalenges of sustainable develop-
ment.

As a result, the lake is threat-

ened not so muach by damage
caused to it dlready, but by what
conld happer io it anless market
forces now being unleashed in
Russia are manraged with care,

Althongh he desperaiely needs
western fonds and expertise to
prevent farther harm, molecnlar
biologist Mikhail Grachev, head of
the Limnological Institute which
sindies and makes policy recom-
mendations on Lake Baikal, is
warried by some of the offers of
assistance made so far.

His latest concern is the World
Bank, which last month sent a
first mission to the ares to iden-
tify possible projects.

“They are looking for alterna-
tive science,” says Grachev. “They
asked for project ideas and said
they woanld choose which ones
they want to fond. Maybe it is
possibie to behave this way some-
where else, where there are sbone
caves, but in Enssia this is impos-
sible.

“I they want to decide which
projects are good and which are
bad, they must decide fogether
with established Russian instito-
tions that have siudied the lake
for decades.”

Grachev’s complaints touch a
raw nerve as the World Bank
undergoes soul-searching on what
iis role shonid be in the couniries
it is supposed to assist. The debate

Testing
the
“waters

Leyla Boulton
on the ecological
management of
Lake Baikal

is particuiarly relevant im the
unchartered waters of Rl_zssi_a.
which despite its lack of capua_hst
experience, has rich scienf:lﬁc
potential, an active ecologu;al
movement and expertise on its
own problems.

Potgloha.l for the abuse of aid
and the tensions between the gov-
ernment in Moscow and the
regions are two further reasons
for the World Bank to ally ils
wealth and expertise with a rell-
able pariner at local level,

“If they give money to someone,
probably some people wiil buy
comprters, cars and go to America
20 times. They will get only noise

Baikal is threatened
not so much by
damage caused to it
already, but by what
could happen to it
unless market forces
now being unleashed
in Russia are
managed with care

in relurn,” says Grachev, of the
World Bank’s search for “indepen-
dent” Russian experts.

Although funded by the state,
his fnstitnte has acenmulated
unrivalled knowledge of the lake
and bhas been at the forefront of
efforts to protect it

By making more judicious ase
of local experis, he says, the
World Bank could make aid fands
go farther. Less money would be
spent on consultants who fly in
and out of the couniry on expen-
sive flights. It wonld aveid the
duplication of efforts which is pla-
gueing most spheres of aid to Rus-
sia. It would also. suppori local
pecple, including Russian scien-
tists who face severe cuts in fund-
ing by the state.

As an example of potential
waste, Grachev said the World
Bank had told him it had a
$600.000 (£387,000) Japanese grant
for a feasibility study on develop-
ing ecological tourism in the L'lke
Baikal area. Not only was this a

vast sum compared with the

anpoal budget of his institute, hut
Germany has already begun furid-

ing sindies on the same sabject.
Andrew Bond. a member of the
World Bank mission, acknowl-
that there is 2 “great deal”

of information already available {-

at iocal level. But, he says, “the
transfer and collation of know-
jedge, and who the decision-mak-

¢ers are is not quite clear™, He adds

that the Russians need help ir

developing environmental map-.

agement skills to prevent a recar-
rence of problems such as the cel-
lulose and paper plant .
“Environmential management
has been Tmdervahued, not only by
the general pobiic but by many
environmentalists. This is becanse
it is mach easier io latch on to &
problem and feel comfortable with
having solved that particular

problem.

It is true that Grachevy says
of his fivst priorities is for western
experts to survey the paper plant's
assets and come up with sugpes-

tions on how to convert it to alier-

native uses or close it down alip-
gether. But apart from money to
restructure the plant, Grachev
acknowledges the need for intel-
lectual help, particulm:ly in the
field of law and economiics.
Legislation carrently being
ptloted throngh parliament to pro-
tect Lake Baikal is a pre-condition
for the lake to be declared 2 world
heritage site by Unesco, the United
Nations Educational, Scientific
and Cultural Organisation. The
Iaw establishes a core zope where
no construction can take place,

and requires locat factories to

present ecological passports.

Grachev is placing his bopes on
the present generation of Russian
law students and says they woald
benefit from exposure to western
practice of environmental law.

In a madest example of snccess-
ful co-operation so far, Helmut
Lieth, a retired professor of ecol-
ogy at Osnabruck University, has
brought groeps of German ecology
students to Lake Baikal to pass
their experience on to Russian stu-
dents. Thanks to his efforts, the
local! city of Irkutsk is being
twinned with Leipzig in eastern
Germany to help it attract spon-
sors and contacis to help its eco-
logical and industrial problems.

Grachev is confident that even
the World Bank will come to see
things his way. “I am patient.
'I"ihey wiil come back with new
ideas.™

How to repackage an industry.
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~COFINEC

Compagnie Financiére pour
I’Europe Centrale

and

Hungarian Investment Company Ltd.
{HICL)
have acquired 85% of

X

e

Kner Printing House Co. Ltd.
fa company incarporated under i

kaurs of thw Repeeblic of Himeary)

as part of the First Privatisation Program by the

State Property Agency (SPA) of Hungary

This announcement appears asa matter of record onfy.
ﬁ February 1993

KNER]
r
Kner Printing House Co. Ltd.

fa
DM 10,000,000 Loan Facility

Provided by

0

for Recanstraction and Developogent

The undersigned acted as inancial advisor to
Kner Printing House Co. Lid. on this transaction.

Morgan Staniey International

‘This announcement appears as a mattar of record only,
f February 1993

KNER)
_ﬁ
Kner Printing House Co. Lid.
{acampanp - d ander the lates of the Republic of Hiungary)

Private Placement of 27,000
Registered Shares of Common Stock
of Par Value HUF 10,000 each

The undersigned acted as financial advisor to
Kner Printing House Co. Ltd_on this transaction.

Morgan Stanley International

Fouryez_lrs ago Cofinec began investing in
the emerging Central European markets,
focu_smg on the packaging industry in
particular. Today, in our product lines, we are

the leading packaging manufactyrer i
Europe, and the efeventh | urer in Central

overall. competitive with

Recognising opportuni ties, findin i
companies and arranging eﬂ’ectivegﬁtrlll:nl:gtilst
only part of the story. It also takes vision
committed management and the latest |
technology. Essentiat ingredientsin helping
the East become partners with the West.

The financings shown here represent a

commitment of over US$75 milli
and its partners to the packag g ot inec

all the major players.

Central Europe which, to our knowl i
more than anyone else in the industrey‘?ge' *

~“COFINE

GuBhausstraBe 2/2, 1040 v ustria
Tel:{431)504 2860 Fax: (43“1?23,4“28 6060

argest in Europe

ing sector in
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TelevisipnlCh.ristopher Dunkley

" The documentary is not dead

"elevision's autumn seasgn is
bringing with it a veritable cat.

think, they asked, that the programme “Do you remember how she used o...”

alogue of new factual serieg
which, at first glance, may
seem to give the He to thosa of

replacing This Week would not be as good
or even better? Why did I not wait and
see? On Thursday, having waited, we saw
the first edition of The Big Sory which,
we are assured, will be giving “in-depth
insight™ into “the week's top story”. And
what did ITV consider last week’s top
story: the Arab/lsraeli peace plan? Bosnia?

it might be in pretty much the same tab-
loid category as the Wacko Jacko plece.
But it turned ont to be a grim revelation of
the desperate circumstances of many
young (and no doubt not so young) girls
whnarefomedbyblackmaﬂ.mlemeuﬂ.
ironically, the need for a show of affection,
to work the sireets apd then hand over

The two most interesting new series are
both cohcernsd with movies and mevie

problem, to be serious on this Dennis, is
tl%twednn'tpaymraﬁinbervmws' ", he said.
“We're a current airs e
looking at this in a kind ofseﬂopr::mhshion
- " at which point the producer, who
clearly had a sense of k , inserted
the noise of a camera shuiter and

Birth Of A Nalion is, unmistakeably, a
racist movie, but does

" Revisited
md{mdm?smawnbut,moreoml-
nously, e running ITV no longer

7 aspire to such heights nor see any point in

Q‘dmng_so.'l‘hepinnacleut‘theirambiﬂon
today is represented by Frank Stubbs Pro-
E exough to watch b : ‘rgetlapleas-
anl watch but quickly for -
ble - the Saumur of television drama. It
seems that no one in ITV is interested any
longer in producing Champagne, let alone
Eug. Sllxchbig?f would be seen today as
ughably @ grammes o fruition. However, again we
V_Ihenlpresentedtheﬁnalediﬁon of ¥
This Week and wondered whether we and see”. We cannot do anything else, of

Unfortunately the same can probably be i
said ahout Kenneth Baker's Memoirs which  sixties is peculiarly compelling, partly . .
because it all feels such an amazingly long is silly to object if it begins to appear that

the BBC really might one day dominate
the high ground of broadcasting, as it has
30 often esserted that it should, while ITV
sticks more and mare firmly to the dic-
tates of the market place. The trouble is,

surely, that so far there has been only the

Rosemary Wilton, into all that, but,
evenmmtemnglyﬁtesﬁndsoutﬁomm-
ard Harris and Julie Christie, Lindsay
Anderson and Frederic Raphael, how they
feli at the time and how they feel now
ago;l:t that extraordinary outburst of cre-
ativity.

!

wanld see its like again, scoffing and head

patting was the reaction from

ITV's new mandarins. What made me

some of

course.
What we are already seeing in the
autumn season is that a Iot of the more

1t is an excellent series, and no doubt

there will be others this season. Perhaps it

very beginnings of a much greater shift:
we ain't seen nuthin yet.

sk a musical theaire
buff what his favonr-
ite show is and the
odds are he will mur-
mur mistily She Loves Me.
‘When it first opened on Broad-
way in 1963, that musical, with
& book by Joe Masteroff and

‘She Loves Me’ tunes in
again on Broadway

made a loveably gawky
Amalia, although her final cos-

Concert/Paul Driver

The Lowbury Piano Trio

his was the first time [
have visited the Wig-
more Hall since it has

acterigtic of its composer in its
determined attempt to re-in-
habit classical form and re-in-

Though the Vivace second
movement had appealing
bursts of chordal punchiness

. - o music and lyrics by the Fiddler Ellis to show Broadway what it songs, save Amalia’s second- Day,” “Sounds While Selling,” David Charles and David

: = on the Roof team of Jerry Bock  has heen missing, in a produc- act falling-in-love number “Where's My Shoe? — to know  Greenwood are well-done. Sally | been so delightfully renovated  vent classical rhetoric. Nobody from the pianist (Elizabeth
. : and Sheldon Harnick, won crit-  tion filled with all the human- “Vanilla Ice Cream,” has that this is a world in which Mayes’ chirpy-tough portrait of | and expanded and I was grati-  alive today pursues such aims Burley), and the Adagic sem-
] E ical acclaim and boosted the ity, integrity, and charm those become a standard; it is the even life’s litile banalities Ilona, Amalia's not-so-dumb- | fled to note the acoustical with such gusto; and one could phice some searchingly Era_ught
B emerging careers of is produc- mega-musicals lack. way they are woven into what prompt a song. blond co-worker, is a delight. | advantage that the hall stii not but be struck by the note- descants for the first violin
er/director, Harold Prince, and Masteroff adapted She Loves is happening on stage that Ellis directs with a rare con- Howard McGillin is given less | wonderfully lends to chamber working skill and mmisgiving (Pauline Lowbury), the Allegro
its star, Barbara Cook. Ske Me from a play by Miklos fidence and intelligence, with to work with as the one-sided | musicians. The Haydn E major neo-clagsical assurance with finale was decidedly diffuse,
" - Loves Me has gone on to count- Laszlo, which was also made Karen Fricker finely observed relationships rogue Eodaly, but Anesses the | trioc (H. 28) with which the which Simpson marshalls his and the overall impression was

’ = less regional, stock and college into a film, The Shop around . between the shop’s employees. job with mustachetwirling | Lowburys opened their pro- motifs, weaves his sinewy colourless.
i - bot why has it* fke Corner with James Stewart admires Scott His only gaffe ~ and it is a glee, and Lee Wilkof makes an | gramme came across with a counterpoinis, -and pushes Simpson's harmonic idiom is
- taken so long to return to and Margaret Suilivan If is an Elh's’s new produc- serious one - is that he odd character - the plodding { clarity that was forcefal with- through his formal stereotype that of a no-man’s la_.nd
Broadway, where it has just umnabashedly simple story, as f 4 neglects to paint the broader salesman Sipos — oddly likable. | out being harmfully analytical. to the bitier end. between tonality and atonality;
- - ——— opened at the Brooks Atkinson  delicate as the psyches of its tion at the Brooks picture In which this lovely Only Lonis Zorich as shop This bold and concise three- The textures are predomi- and in his devotion to classical
e Theatre in a beguiling produc-  sensitive heroes, the hardwork- Atkinson Theatre cameo Is set. Times were tough owmer Maraczek and PBrad | movement late work of nantly spare, and the opening form he has quite missed out
tion directed by Scott Ellis, ing parfumerie manager Georg in 1830s Budapest, and jobs Kane as the messenger boy | Haydn's went off bustlingly [leggerio sugpested a on content. Ravel's great A
first seen at the smaller Round- Nowack (Boyd Gaines) and the bhard {0 come by, but we are Arpad fail prey to caricature. well. The classical preamble genially conversational tone or minor trio, with an account of
about Theatre in June. assiduous new Amzlia given Httle clue of the greyness The timing is just right for | was apt for the new (to Lon- perhaps a musical version of which (alas, all too barnstorm-

For the answer one only
need look to Skhe Loves Mes
Broadway neighbours, the

shopgirt
Balash (Judy ERuhn, who
played the role at the Round-

makes the show musically
remarkable. There are a few
big musical numbers (staged
with rousing cleverness by Rob

that lurks outside the golden
glow of Maraczek’s Parfumerie.
Without this context the musi-
cal’s darker events - beirayals,

the re-introduction of Ske
Loves Me to Broadway. Arriv-
ing just after the rabble of the
Tony Awards - it is officially

don) trio for the same instu-
ments (piamo, viclin and cellg)
by Robert Simpson which fol-
iowed. Completed i 1589, this

ing) the concert ended, was a
reminder of the primacy of
content. If the Simpson work
seemed to have drained music

glitz-laden mega-musicals that

are making it big of late. A on the job by day and send Marshall), but, more often, selfishness, and even a suicide the first production of the | ambitious and lengthy (36 min- like searing bleakness of utter- to a hespital pallor, bere all the

little musical about the roman- each other love letters by song flows into scene or scene attempt - make little sense. 199394 season — it seems at | utes), work in four continuous aneelguttyadherencehm htlt;nclasmcalb'k art-form’s colour and Lfe-blood
proprie e i ack.

tic entanglements of perfume
shop clerks in 1930's Hungary

into song with an almost

Ellis’ wisest step was his
most besic: excellent casting.
None of his company are stars,

once answer and antidote to Its

movements is absolutely char-

came surging back.

W seems wholly out of style. It other's lonely hearts pen pal.  need oniy scan the list of song
has taken the enterprising  None of Bock and Harnick's titles - “Good Morning, Good  yet, but all are good actors as  treat. Jazz/Garry Booth
he Royal Lyceum Thea- Theatre/Alastair Macaulay qutar), grows entearingly The James Moody Quartet
i inburgh has = erable as the play pro-

&mpﬂ during mﬁ LR ceeds. As Plume, Phelim Drew omething has happened ishing the limelight. Having half joking about his new
three weeks of the city’s festi- I he Recrl I]_tl[] Ollicer has energy, manner. but not to saxophonist James spent the spmmer on the road found interest in harmolodics,
val — and then suddenly enough refinement; as Worthy, Moody, in residence at with Lional Hampton as one of eventually easing into more
shrinks back to merely local . Patrick Toomey has refine- | Ronnie Scott's club all this his Golden Men (alongside familiar territory. Pianist Cop-
gignificance. A pity, for its old Maureen Lipman directing The speare’s, how much narrower {ain Brazen. Brazem, a second- ment but not enough energy. | week Late in a long career the trumpeter Clark Terry and land, an apparently cerebral
anditorium is handsome, its Sunshine Boys, Brian Cox act- his tone. The trick of Restora-  ary role, is all frepressible pre-  The strength of the produc- | 68-year-old American seems to  trombonist Al Grey), he is dig- character, picks up Moody’s

7 stage well-equipped and its ingin The Master Builder, Bill tion comedy is to make its sumption and namedropping tion owes much to Russell | have found a more acerbic ging hard now imto the quar- fine tentatively, the dislocated
foyer space (expanded two Paterscn in Bulgakov’s A Mon-  tight little world real and bril- cocksureness; and Barrett Craig's designs, which use the | edge fo his sound and a less tet’s book of bluesy standards rhythm of the left hand driving
years ago) attractive. grel’s Heart, and Ireland’s own  liant. Ireland gives his actors bursts onto the stage with such  rewolving stage to create sev- | predictable technique with and pianist Copland's origi- a careful right. Like Coolman,

The theatre's reputation, stagings of A Midsummer enough period tomakeit fruity big-voiced glee, such eral different interior and exte- | both alto and tenor. nals. . . who might shorten the length
however, may now be starting WNight's Dream and Oedipus real (real in ways that Bran- siily round-faced panache, that rior scenes economically but The quartet !s the regular A tt:lugh reading of “Birk’'s of his quiet solos, Cogla.nd
- to rise. [s recently appointed Tyrammos. agh's pretty never-never-land he almost unbalanos the play. surely; and a dozen extras | one: the sometimes detached Works", a blast from the Jead- struggles o be heard at times.
h} artistic director, Kenny  Ireland keeps A Recruting Much Ado fails to achieve), and  But not quite. As Silvia, Jules swell the crowd scenes to fine | sounding Mare Copland at the er’s past with Dizmy Gillespie,  Moody is the focus of course
Ireland, has just launched the Hght and vivid I came he differentiates each charac- Melvmbrmgso_ﬂthefeatof effect. Ireland allows his cast plano:theamomalel_ynamed follows a twisting blues origi- and the comical, shouted
s ,',mﬁm n,“‘mta’mdneng » - to it straight from watch e o while stle; and Hebces Gharies,  points but ata points the play | and By D1 e ﬁé‘ﬁ?"‘mﬁ“ ‘e ballad o1 OEb‘;nl?r ke v
oot igour. es, pol a an y Drummond in the ence, up dur-
‘é‘iﬂ comedy, Fai'qnhal’so;ﬂz f,";,‘fﬂ:,““;ﬁ olfelp not?:g'lﬁ Briliance is only fully pres- ?glawn' g Melinda as a pettish keeps up brisk pace, colourful | traps. Out front Moody, ham- Can't Get Started” begins with tnghlspl;jom ?nl'cmr,aswm
mmlwm- " q&‘imr' The rest of munch smaller Farquhar's ent in one Impersonation - ilt pariour pug, (surely too characterisation, and high | ming up the vocals in 2 qua- some arty alto squealing, showbands in the 1970s,
ﬂmlssa-aq-seasunwiﬂmclude comic world is than Shake- Bob Barreit’s playing of Cap- Dickensian a type for Far- spirits. vering falsetto, is clearly rel- where Moody seems to be only  silences the rowdiest table.
avening: Roger Zar und Zimmermana. Sun: Yo Ma. Sun: Gewandhaus Orchestra  Paolo, Rio de Janiero, Santlago voni der Erde, with Jard van Nes
:.’!.‘,’,.;'?,:;:‘,,fn."f'm e iine Meistersinger (0211-8908 211). chamber music evmhugds Next Tues:  de Compostels, Macrid, Seville and  and Keith Lews. Fri tats evering: ARTS GUIDE vone
— R rchestra phonies Duisburg Theatre has Heinz iol Nazareth cond| cia. atiana Nikolaeva plays Monday: Berlin, New
 INFERNATIONAL Ey Bmmﬁmmm Spoerli's baflet Gisallo on Sat Symphony Orchestra in Ravel and Shostakovich, Sat aftemoon: Yvonne | and Paris.
| A Thomas Quasthoff song recital. Sep  (0203-3009 100} Richard Sh'auss.w_lw_ﬁgzsglgmst m OSLO mmg“s Messlaen. Sun: m:usn;a._gglr?:ﬂ.

. L Yo o e iccardo i conducts La Schauspielhaus A new production ustin Dumay - m ing conducts Debussy’s ands, Swi X

L [ 3 5. O S.S;Q?Orchast%FZOOﬂ of Shakespears's Romeo and Jullet, g.;lﬂmlsTomnmv: Uwe Konserthus Tomoow, Fri: Paave  Le Martyre da Saint-Sébastien Chicago, Washington.

_—-—-/ @ The Threepenny Operz, siaged  dlrected by Karin Beler, has Just Scholz’s ballet The Creation, music  Berglund conducts Oslo {0711-295551) Wednesday: France, Ger-

by Giinter Krimer, has opened an opened and nns in repertory for by Haydn. Fri: Il trovatore. Sat: Philharmonic Orchestra and Chorus @  This month's repertory at the many, Scandinavia.
extended run at Halle Keik, the new  tha rest of the month. The next SGhoIz';agmsek version of Coppefia. Sun: in Sbalius® Kullervo Symphony. :;xt gaumumm  is Parsial, Dio Thuraday: italy. m::l:ln.
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e ——————Ci ings opera arias. Sun: Ole Schidt  Symphony Orchestra in works by Behrens, Don Giovannl, Toscaand ~ Symphony and Strauss’ Alpine Eliot Gardiner conducts North Financial Times Reports
H COLOGNE conducts Tivall Symphony Orchestra  Henze and Stravinsky, Sun: the Cranko production of Prokofisv’s  Symphony (08-784 1800) Genman Radio Symphony Orchestra. 2030; 0130

Cologne  tn final concert of season (3315 Montaverdi's Vespers. Mon: Michael  ballet Romeo and Julist. Cecilia Naxt Wad: Roger Nomington Friday Super Channel:
. @ The new season of the 1012) Giglen conducts orchestral works  Bartoll gves asong reciial on Sap g GAR conducts Chamber Qrchestra of European Business Today
Opera opens on Sun with & ?:W by George Lopez, Tues: Ensemble 23 lnlg-piﬂmilt STUTT T Europe (07141-949610) 0730; 2230
production of Yevgany Oneg Modem piays Hans Zender. Next ® erfory @ The European Music Festival, Sky News: Financial Times
shgedbyWﬂIyDeckerand ] DRESDEN Wed: Roger Nonington conducts includes Entfuhnimg, Fiddler on the organised by the Intemational Bach Reports 0530
T eonductedbyJamesConlOﬂ-Wfﬂ‘ Semperoper Tonight: Zemiinsky/ Chamber Orchestra of Europe Roof and Sirest Scene (089-201 Academy, runs at the Liederhalle B STRASBOURG Saturday Super Channel;
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Boje Skovhus, Kurt Moll and Helga Plovanni. Fri: Gluck's Orfeo. ® Next Tues at Gasteig, evening supplemented by a 10934 season next Tues at Thédira | 0930
? Demesch {repeatad Sep 22, 25, Don Arabellz. Sun: Rakhmaninov Norrington conducts Chamber {ate-aftemioon lecture~-concert and Municipal with a new production Sky News: West of
28). Cosi fan tutte returms to the Sat A ballet evoning, Next Wec: W LEIPZIG Orchestra of Europe in works by a late-evening rectal: Tonight: Alfred  of Wolfgang Rihm's Jakob Lenz, Moscow 1130; 2230
repertory on Sep 24 and opera recital (0351-484 Gewandhats Tonight Sviatoslav Schumann, Schubert and Brahms Brendel plays Beethoven plano repeated Sep 23, 26 and 28. The Sunday Super Channel:
Moateverdi's Poppea on Sep 30 '2-‘7'5"13"“"”5""“ Richter plays piano concertos by 2614) sonatas. Tomorow: Frieder Bemius  season also includes Rigoletto, West of Moscow 1830
{0221-221 8400) Poulenc and Gerstwin with ® The Munich Phithanmonic conducts Stuttgart Chamber Cholr  Philippe Boesmans' new opera Toper Channel: Fnancial
- @ Alfred Brendel plays Beethoven Gewanchaus Orchestra conducted  Orchestra and its chisf conductor,  in works by Mendsissohn, Reger Reigen, Schumann's Manired, The Bky Newme: Wosl of
s - piano sonatas on Fri at the ® DUSSELDORF by Kurt Masur. Tomorrow and Fri: ~ Serglu Celibidache, leave on and Brahms. Fri: Carlos Kaimar Merry Widow, Iphigénie en Tauride, Moscow 0230: 0520
Philharmonie. Sat evening and hein Tonight  Masur conducts works by 28 fora conducts Stuttgart Philharmonic Die Aedermaus, Roberto Devereux »
Deutsche am R g : : $ky News: Financial Times
afterncon: Ensemble and fomormow: Kabuld Theatre guest  Mendelssohn, Barber and tour of South America and Spain, Orchestra in Schumann's Second and The Malropoulos Case (8875 Reports 1330; 2030
in plays works by performances Fri: Rigoletto. Sat Musorgsky, with cello soleist Yo with concerts at Buenos Alres, Sa0  Symphony and Mahier's Das Lisd 4823) .

InterContemperai
Tristan Murall, Blliott Carter, Ravel
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Edward Mortimer

Sibyl.
offered
nine books of
prophecies to
Tarquin the
Proud, the last (legendary)
king of Rome. When he refused

more and offered him the
remaining three still at the
same price. This time he
bought them.

Why did Tarquin refuse the
first and second bargains
offered? Obviously because the
price asked was outrageous.
Why did he accept the third
one, which was clearly even
more outrageous? Because he
realised that next time
'I;Jhere would be no books left to

uy.

The Palestinians have been
made a series of ouitrageous
offers since 1917, when the
British government first took
it upon itsell to designate their
bhomeland as "a national home
for the Jewish people™. Each
offer has been, from their point
of view, more cutrageous than
the Iast.

In 1923, for instance, they
boycotted elections for a legis-
lative council, because Jewish
delegates (then representing a
small minority of the popula-
tion) were to have the casting
vote whenever British govern-
ment appoiniees disagreed
with the elected Arab mem-
bers. It made sense to reject
this, since it would enable the
UK to push through its
“national home" policy, disre-
garding the wishes of the
majority. But, with hindsight,
if they had aceepted, the Arabs
would surely have been better
placed to resist or at least limit
that policy.

A much more famous rejec-
tion was that of the 1947 UN
partition resolution, dividing
Palastine into a Jewish and an
Arab state, with Jerusalem as
a corpus separaium under UN
control. The Arabs lpoked at
the map angd found that even
within the proposed Jewish
state they would be (narrowly)
the majority. Like today’s Bos-
nians, they saw no reason why
“the internationzl community”
should impose on them a parti-
tion of their country on ethnic
lines. They fought to prevent
it, arguing for a single demo-
cratic state in which all citi-

It’s
better
late...

Palestinian
rejectionism
was usually
justified, but
always wrong

zens would be equal and all
religions respected.

Like today's Bosmians, they
were defeated, and many were
driven from their homes, tak-
ing refuge in neighbouring
countries or in the two bits of
Palestine that remained under
Arab rule: the West Bank and
the Gaza Strip. Those two bits
taken together were much
smaller than the Arab state the
UN had proposed; and when
the fighting stopped, in 1949,
the Palestinians found they no
longer had the option of

Many Palestinians
think Arafat is a
traitor, to accept

so little after
struggling so long

returning to their homes, even
to live under Israeli rule.

In 1965 President Habib
Bourguiba of Tunisia, speaking
in a Palestinian refugee camp
in Jericho, suggested that the
time had come for the Arabs to
accept the 1947 partition. Pales-
tinians indignantly reiected
such defeatism, knowing well
that by then there was In any
case no chance of Israel with-
drawing voluntarily to the
frontiers the UN had proposed.
They stuck to the view that
Israel was an illegitimate state,
built on land stolen from them.
The rest of the Arab world sup-
ported them, at least verbally,
and the result was another war
(In 1967) in which Israel over-
ran the West Bank and Gaza as
well as parts of Egypt and
Syria.

Moshe Dayan, Israel's
defence minister at the time,
suggested to Palestinians in
the West Bank and Gaza that
they should set up their own
state there. They refected the

idea, while in Khartoum the
Arab leaders promulgated their
three “no’s”; no peace, no rec-
cgnition, no negotiation. Mean-
while Israel annexed east Jeru-
galem and began to plant
settlements in the West Bank
and Gaza.

By 1973, when the next Arab-
Israeli war broke out, the main
Arab states had UN
resolution 242, which they
interpreted as meaning that
Israel should be lelt In peace if
it withdrew to the 1949 armi-
stice lines. The Palestinians,
now represented by the PLO,
began to hint that, if their
arms were twisted, they might
after all accept the offer Gen-
eral Dayan bad made in 1967.
Said Hammami, then the PLO
representative in London, was
the most explicit ahout this: he
adwocated mutual recognition
and peaceful co-existence
between Israel and a Palestin-
ian state.

But of course Dayan's cffer
was no longer on the table. At
most, Israel was willing to
hand over part of the territory
to Jordan.

And then, in 1977, Menachem
Begin came to power, pledged
not to give up any part of “the
Land of Israel™. At Camp David
in 1978 the presidents of Egypt
and the US persuaded Begin,
with great difficulty, to agree
to an interim solution, giving
the inhabitants of the West
Bank and Gaza autoncmy for
five years and leaving the ult-
mate solution to be negotiated
later. The Palestinians rejected
this, pointing out (correctly)
that it committed Israel nei-
ther to withdrawal nor to
acceptance of a Palestinian
state.

In 1993 Israel is offering to
allow a “Palestinian entity™,
which in the first instancé will
control only Gaza and a small
area around Jericho. The price
is still the same: recognition of
Istael, acceptance of its right
to live in peace, cessation of all
armed siruggle or terrorism
against it. But Yassir Arafat,
like Tarquin, has decided to

pay.

Many Palestinians think he
is a fool or even a traitor, to
accept so little after struggling
so long. He may well suffer the
fate of Said Hammami, mur-
dered in 1978 by a Palestinian
extremist in the pay of Saddam
Hussein.

But he is surely right to real-
ise, however belatedly, that
mutual recognition and peace-
ful coexistence are a commod-
ity worth paying for, even
through the nose.

ommander “Chipps”

Selby Bennett bears a

breavy burden. In the

Dorset council seat of
Lytchett tomorrow, it felis to
him to strike the frst blow in a
putative Conservative fight-
back against the Liberal Demo-
crat hordes sweeping southern
England.

Chipps, 2 Conservative coun-
cillor for four years, will carry
the tattered Tory flag in a
by-election ordered by the High
Court following an investiga-
tion into an unstamped ballot
paper cast In the coumty com-
cil elections in Mzay.

But as he marches towards
the Liberal Democrat gumfire,
Chipps sounds like a reluciant
champion, mainly because the
by-clection campaign, which
ought to be about local issues,
has focused instead on com-
plaints about the government.

In the wake of the Christ-
church by-election in July, in
which the Liberal Democrats
overturned a Conservative
majority of more than 23,000, it
was never going lo be easy.
But Chipps has had his work
cut out fo fend off the anger of
local people about natiopal
issues such as water charges
and the extension of value
added tax to heating fuel

“When they protest, I say:
‘Join the club, yvou are not
nearly as fed up as 1 am,"™ he
self as an “independent-minded
chap”, he adds: "It is not a
very clever government.”™

Sentiments like that will be
shouted from the rooftops of
Torquay next week when the
Liberal Democrats gather for
their annual conference. After
decades in the parliamentary
wilderness, the party is ipher-
ently prone to over-optimism.
But this year, the delegates
will be able to celebrate the
achigvement of real power,
albeit at a local level

Almost unnoticed in West-
minster, third-party candidates
have been gaining ground in
iocal efections for two decades.
in 1978, the Liberal party held
800 council seats across the
counbry. After gains in 12 of
the last 15 years, its Liberal
Democrat successor now holds

4,250.

The real breakthrough came
in May's county council elec-
tions, when an anti-govern-
ment landslide left the Conser-
vative party in control of just
one couniy - Buckinghamshire
— in the south of England.

Even Conservatives are
admitting publicly that the
Liberal Democrats’ increas-
ingly professional and wel)-
organised approach has made
them a real threat to the Con-
servatives, especially in the

© Coni8,Ind 4, Lib1

Local attraction ot

pacts Britannica

Liberal Democrats are gaining influence through
alliances, say Kevin Brown and Roland Adburgham

South-west strongholds: Liberal Deffiocrats’ sivge jiiay’s electlons

Na overall contrek: from Con

™

Lib Damn 30, Lab 20.
Con 10, ind 2, Others
Lib Dem grainad 8
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Lib Dem gained 29

Comwall & Scilly Isles
Lib Dens, from NOC
Lib Dem 42, Ind 21, Lab 8,
Con 6, Lib 1, Others 1

Lib Dem gained 13
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Lib Dem 39, Con 28,
Lab 6, Ind 4
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Lib Dam_..Liberal

Lib Dam; no change
New council:

Lib Dern 28, Con 9, Ind &
Lib Demn gained 3

party's southern heartlands.

“There is a new Liberal Dem-
ocrat establishment being built
up,” says Mr Tony Speller, the
former Conservative MP for
North Devon, who lost his seat
to a Liberal Democrat at the
last general election.

“Many of the people who are
serving as Liberal Democrat
councillors would have heen
Conservatives 10 years ago,
and they are rumning things
perfectly well. There is very lit-
tle of the brown bread and san-
dals nonsense you used to get
from the Liberals.”

It was this realisation that
sent Sir Norman Fowler, the
Conservative party chairman,
scurrying to the south-west
earlier this month to assess the
damage. Pointedly, Mr John
Major, the prime minister, trod
much the same ground in the
first of his morale-boosting for-
ays into the regions last week

With the prime minister's
backing, Sir Norman delivered
a strong warning te last week's
cabinet meeting abowt the
urgent need to halt the Liberal
Democrat bandwagon. As of
now, he told the cabinet, the
Liberal Democrats are the
number one political target.

Lils Dery ativad 17

To the Liberal Democrats,
that kind of talk smacks of
King Canute ordering the
waves to retreat. Mr David
Fox, the party’s western region
co-ordinator, acknowledges
that it benefited in May from a
proiest vote, but argues that
people were also responding to
the party's long-standing local

campalgning.

“We didn't just get elected as
a protest but as a result of two
vears of plapning and of con-

Sir Norman
Fowler told the
cabinet the Lib

Dems are the
number one target

sistent campaigning,” he says.
As proof, he claims that mem-
bership growth has accelerated
since the election.

AMr Paddy Ashdown, the
party leader, goes fumther. “It
is quite ciear that the Conser-
vatives are running scared in
the south-west, and well they
might be, since they are now
the third party in many
places,” he says.-

“It is very sensible of them
to perceive that we are the
major challengers in the south
of England, but it will not do
them any good. We know there
is no room for complacency on
owr part, but we will just go on
campaigning with good, solid
common-sense policies, and the
Conservatives have no idea
how to combat that.”

There is some evidence that
this jibe is carrect. Local Con-
servative activists who heard
Mr Major speak in the
south-west {ast week say he
appeared more comfortable
attacking Labour than spelling
out how the party would
respond. to the Liberal Demo-
crat threat.

However, events since May
have shown that the Conserva-
tives are not alone in their com-
fusion. The Torles’ losses in
the county. counecii elections
left all. the parties in un-
charted territory but the Lib-
eral Democrats can claim to
have a clearer strategy.

Put simply, their aim is to
grah whatever share of power
they can, wherever they can,
on whatever terms. The rafio-
nale Is that the party’s best
hope of long-term gain is to

build up a record in local gov.
ernment administration, That,
the strategists believe, will
undermine the “untried” lahel
aften hung on the party by the
Conservatives, and help tg
establish a cadre of good par
liamentary candidates, -
As a resuit of May's elec.
tions, the ll.iheral Bemou;z )
themselves playing a
i‘f,“d inistering almost all the

99 southern counties, spime-- ..

times depending on Labour

support, a5 in Berkshire, East

Sussex and Hereford;Warces.... -

ter: sometimes supporting e - -
. Hertiord

Conservatives, as in _
shire; or backing Labour. as in
SufTolk, Lincolnshire, Norfolk.-
In some, such- as Oxlond:
shire, Bedfordshire and Cam.
bridgeshire, all three pariies
ghare control; and in others,
such as Avon, Essex, Kent and .
Ham
crats and Labour have estab.
lished upannounced alliances; -
Most of these arrangements
are informal, and ail have beeg
negotiated locaily. sometimes -
without the participation of
national party officials. Some,
as in Berkshire and East Sus
sex, are operated under “con-
ventions” which regulate rela-
tionships between the parties.-
Others are fiercely disputed
In Wiltshire. for example, the

the Liberad Demo- - -

Liberal Democrats claim they - -

have been exciuded by an.
“unholy allitance”™ of the

Labour and Conservative :
groups. Both major partiesif. -

deny the charge.

Democrats fight shy of charas-
terising any of these loose
agreements as “pacts:" None
involve an agrged policy pro-
gramme, and in many, alli- -
ances rarely shift as issues’
change. -
In Wiltshire the Torles and
Labour combined to wvote
through an operationai
arrangement {in which the
chairperson is elected at each
meeting and has no casting
vote) but the Liberals and
Labour combined to reverse

Conservative spendiny cuts on -

secondary schools, aid for vol-
untary organisations and a dis-
abled workshop.

Mr Ashdown and Mr Jehn
Smith, the Labour leader, have
ruled out any extension of the
county council arrangements
to parliamentary or European
parliament seats.

Nevertheless, the Conserva-
tive party’s inability to rely on
the loyalty of its heartland is a
serious blow to the govern-
ment. The Tories will have to
reverse this state of affairs to
have any real hope of winning
the next general election.
Much is riding on Commander
Selby Bennett's shoulders.

Medical
Specialists will get
a boost out of
Singapore.
See what perks

you

up.

The World Congress on Tourist Medicine and Health won't be the only successful convention that showcases Singapore
as Asia’s leading meeting destination. Each month there are new exhibitions, new conferences and new meetings
where you can exchange the latest on your industry or products. Not to mention a whole new world of entertainment
in the city where the best of the East and West come together. Convention City Singapore. Where the pulse is beating,
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4th International Congress
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Abbey’s move into
derivatives is
entirely logical

No way to
warn about
profits

From Dr B D Morgan Willimms.
Sir, How sad that brokers
(5 G Warburg excepted) did not
receive until early on the
morning of Monday September
6 a copy of a letter fo Thaorn
EMI's shareholders fram the
company's chairman (“Sur-
prise at Thorn disclosure”, Sep-
tember 7). They should count
themselves lucky to have had
access to a copy available for
inspection in the Stock
Exchange on that day.

That letter, which has heen
largely responsible for a fall in
the share price, was allegedly
posted on Friday September-3.
By second class post. The copy
to a shareholder in this house
arrived on September 3 with no
postmark As far as the share-
holder is concerned, until
accounts of the matier were
available in newspapers on
Tuesday, everyhody else was
indulging in insider dealing.

The matter does warrant
some sori of inquiry, and after-
wards, some action. Cymical
sharcholders will laugh up
their sleeves at the thought of
uninformed brokers, while
simultaneously demanding
that individyal shareholders,
as members of the company,
deserve beiter than a
second-class lotter that takes
nearly a week to arrive.

From Mr Andrew Stoit.

Sir, In his article on Abbey
National (*Curious case of the
Abbey’s habits™, September 9),
John Gapper expresses some
swrprise at the “odd™ hehav-
iour of Abbey at establishing a
joint venture on derivatives
products. This is not untypical
of commentators who have not
yet grasped the fact that deriv-
atives are no longer the exclu-
sive preserve of the large insti-
tutia:;;lo customer but have
now me an integral part of
the financial system.

Evidence of this is all around
us, in the form of fixed-rate
and capped mortgages, unit
trusts guaranteeing a mini-
mum return, certificates of
deposit linked to the FT-SE
index, to name a few products

that are manufactured and
managed using derivatives. It
is therefore entirely logleal
that Abbey, as one of the UK's
fargest financial institutions,
develops this capability.

The argument that such a
venture may have an adverse
impact on shaveholder returns
is aiso spurious. The experi-
ence of other banks s
that this acHvity, if managed
well, can provide superior
returns on capital
_ The surprise, if there is one,
is that Abbey should have
waited so long to develop this
capability.

London EC2Y 9PB

Appellation
was much
too quaint

From Mr Baer Pettiz.

Sir, Just a small footnote to
Julian Ozanne's artiele
(“'We're making history here™
o the pevent P sl
on the recent peace agreemen
if one hails from Basildon and
works for Barclays Bank one is.
a foreign exchange (or Forez)
dealer. However, if one does
the same job, on perhaps a
smaller scale, in East Jeruss-
lem one is a money changer. I
do not think that someone per-
forming the same task
South Eensington or Oxford
Street would merit that quaint
appeliation. Spare us the vague
Bll_)liwl references and bogus
Orientalism. That way, every- -
one may understand each
other better, eventually. :
g:er Pettit,

Devania Road,

London N1 8JH

Wealth of options for new economy

From Mr Tony Cleaver.

Sir, Mr i McCoy
(Lefters, September 10) com-
mits the same error in logic as
Lord Lawson (“A paean of
praise to capitalism”, Septem-
ber 4/5). That market societles
have outlived centrally
planned ones in Europe is
self-evident. But we should not
let this blind us to the work-
ings of our economic system
and trumpet its aileged moral

superiority from the base of a
I have argu

ve ed that dynamie,

oo o g ot marke
no on stah)

families but in fact cause therlf
break-up. There is plenty of
evidence for that in North
America and western Europe.
To warn that free markets
undervalue long-term soctal
relationships is not to recom.
mend we etnbrace the apposite,

outdated extreme of sociahsm.

* There is a wealth of mized

options hetween [laisserfaire
and central command - }
;vou_ld tlllzgtpe that we can evolve
mix prizes and preserves
cherished social institutions.
Tony Cleaver, .
BP fellow in economic
University of Durhem,
23126 Old Elver,
Durham DI sy

Consumer electronics: future lies

From Mr-Marigm Thomas.

Sir, In his analysis of the
consumer electronics industry
(“How to stapd out in a
crowd”, September 13), Tony
Jackson does noit mention the
implications of the growing
role of software. The figures
are startling. a tep-line televi-
sion may contgin 500,000 bytes
(500kB) of software, and this
may grow to one million in the
next three or four years. A vac-
uum cleaner cuwrrently con-
tains some 8kB - even an elec-
tric shaver contains some 4kB,

This software exists to add
features and reduce costs,
which makes it central to com-
petitiveness. If it contains
errors, it may foree a product
recall. The software Is com-
plex, and therefore difficult to

get right in every detail, yet
gome companies still do not
treat sofiware development as
a task requiring disciplined
engineering mapagement,
mathematically sound design
methods, and specialised qual-
ity assurance.

The growth in the role of
software has taken some man-
agements by surprise. In work-
ing with companies in the UK
and overseas, we often find
that software engineering
issues are oot getting the man-
agement atiention that they
need, with consequent risk to
product development time
scales and budgets.

Soltware engineering Is a
hugely important profession. it
is far from mature, but modern
engineering methods are

in software and

reducing development costs
and risks. In the future battle
for growth and survival in con-
sumer electronics, software
competetice may well play a
Eg;:r part than 256M D-Ram

Martyn Tho
Holly Lawn,
Prospect Place,

Beechen Ciff, Bath BA2 4QP

e ey
S, Tony Jackson misged the
point about consumer electron.
ics. Telovision sets are not m:;
cars or cornflakes or dish-
washers. They don't do any-
thing. People are ot hored
with television sets: they are
bored with the DProgrammes
that come through them
Nobody will spend hundreds

mas,

conversations; access to air-
lines, h!:tedml belp and zdvice.

informatiun.
shows

facilities
of
high-definition TV sets that

show the same old rubbish.
They will spend only if the

pounds on brilliantly clear,

rilliant new pictures ofer

::l;lflamne;'f“n;newsortsnf
3 Ces; shoppin; .
ing: PPing and bank

Way menus; two-way
news and wonderfurl
amazing new

I'd sperd £1,000
uy for all that. on a new

te
sun!lseemstobethgon]y

one to underst
invested in a.ggi

Shaun
The

[t has

O'Rio
Studi rdan,

h

Fl

-

..
Fiid



-

:nding
S Urge
Finns

R vt g

&3

FINANCIAL TIMES WEDNESDAY SEPTEMBER 15 1993

17

FINANCIAL TIMES

Number One Sonthwark Brid
=e, London SE! 9HL
Tei: 071-873 3000 Telex: 922186 Fax: 071-407 5700

Wednesday September 15 1993

Mr Clarke’s
pay policy

MR KENNETH Clarke, self-styled
champion of the ecabinet’s hard
centre but suspected by many of
softer inclinations, was always
going to have an image problem n
Foind mith 3 goviag boeat
a ga fiseal i

and with Britain’s recent inflation-
ary past still fresh in the memory,
the chancellor could not afford to
give the impression that the gov-
ernment will be lax on either
wage inflation or public spending,

Yesterday's announeement that
the government will freeze next
year's public sector wage bill may
belp fo dispel doubts about his

keep open the option of 2 tax
imcrease in the November Bodget.
Whether it will serve the longer-
term imterest of the economy is
another question.

The precise nature of the medi-
um-term framework for pay-set-
ting, fowards which Mr Clarke
appears to be moving, remaing
vather obscure, The sentiment is
clear enough: “For next year,
1994-95," yesterday's statement
sald, _“t.he government will expect
any increase in pay for its own
employees io be matched by
improvements in productivity.”
But what does this mean in prac-
tice? “Government departments,”
the statement continues “will be
expected to keep their running
costs, including pay budgets for
their own employees, to their
1993-94 level in cash terms, except
where there are significant
changes in activity above that
which can be accommodated by
lgartl;ed improvements in produc-

vity.”

Credibility

For most of the public sector,
the consequence of cash Limiting
pay bills is clear enough: accept a
pay freeze or reduce employment.
The chancellor’s calculation must
be that the economic and political
risk of adding o imemployment

while the economy remains -i
ill be outweighed

depressed will by
the rize in fiscal and political cred-
ibility from holding back public
sector

wages.

The medium-term danger is that
the gain in fiscal credibility will
be undermined by the inflationary
signals that the chancellor’s pub-

lic pay policy implies, For
Britain’s new chanoel}’or appears
to have fallen into the very same
trap into which chancellors and
wage-bargainers have fallen for
decades: endorsing the fallacy that
real wage increases at the com-
pany level are justified if, and
only il, they are matched by pro-
ductivity gains.

Unstable recipe

For the economy as a whole,
this principle makes sense. But at
the sectoral level, it is an vnstable
recipe. Productivity gains are
mevitably faster in manufacturing
than iv public services. In the
short term, encouraging manufac-
turers to pass their productivity
gams to employees, while holding
down public sector wages, stores
up the old problem of recruitment
and motivation of public servants.
In the medium termn, it just pushes
the average rate of wage inflation
higher, as public sector workers
seek to catch up with the more
rapid rises which have been just-
fied in the private sector on
the basis of productivity ad-

vances.

Moreover, it is the private sector
that continues to generate infla-
tionary pressures, as the govern-
ment’s submission to the pay
review bodies yesterday makes
clear. Public sector wage settle-
ments for this year were just 1.5
per cent T

underlying inflation of 3.75 per

cent. But average earnings in
man are still rising at
an unsusiainable 5 per cent a

year.

The chaneellor's short-term case
for keeping the 1id on public sec-
tor pay is reasonable enough and
it is true that the scale of the
problems it causes will depend on
whether private wage inflation
falls further and stays low. It 15
for this reason that the chancellor
should follow up his public sector
pay strictures with a sustained

shoulgd rise in line with npderlying
economy-wide productivity. By
appearing to endorse the muddled
netion thai preductivity-related
pay increases are -always accept-
able, be risks sending precisely
the wrong signals to private sector
wage-bargainers.

Multi-media
merger mania

MULTI-MEDIA, convergence,
commumicopia. Talk to top execu-
tives at telephone utilities. enter-
tainment groups or computer com-
panies these days and you are
likely to hear such buzzwords.
Hardly a week passes without a
new ailiance, project or merger
being annommeed with the aim of
positioning the participants for
the coming world of multi-media.

This week Viacom, the US-based
cable television group, bid §8.2bn
for Paramount Communications,
the film production and publish-
ing company, while news leaked
out that British Telecommunica-
tions is pressing ahead with pro-
posals to provide a national video-
on-demand service via its tele-
phone lines. Earlier in the year,
telecommunications grouwp US
West agreed to invest $2.5bn in
Time Wamer's cable and enter-
tainment operations — which were
in hurn formed as part of a $11.6bn
merger in 1989.

The essential hypothests under-
lying all the buze about multi-

‘| media is that technologies in the

computer, telecon_:municat:io:-ls.
consumer electronics, entertain-

érs - linked mto advanced com-
munications networks. Over
those, they will get access to ser-
vicez such as video-on-Gemand,
interactive compuier games, pic-
ture telephones and home shop-
ping, as well as ordinary TV and
telephone services.

Over-impressed

.Heard it all before? Sceptics

with long memories may well sus-

pect they are being bamboozl

with tachno-hype. Enthusiasm for
between telecommu-

nications and computing in the

early 1980s led to 2 wave of unsuc-
cessful mergers such as that
between computer giant [BM and
Rolm, the switchboard manufac-
turer. Strategists were over-
impressed by technological con-
vergence. But it was difficult in
praetica to devise “killer prod-
uctz” that appealad to consumers
or to manage companies with dif-
ferent cultures.

A second version of the conver-
gence hypothesis, popular in the -

late 1980s, was that consumer elec-
tronics mapufacturers and enter-
tainment groups should combine
forces. This led to Japan's Sony
acquiring Hollywood's Columbia
studios and CBS records, while
rival Matsushita took over MCA.
There never seemed much logic in
the idea that makers of video
recorders should He up with film
producers — it is not as though
they could provide them with bet-
ter distribution channels. But the
deals have not been failures. since
the Japanese parent have largely
left their software arms to run
themselves.

Main focus

The current enthusiasm for
multimedia convergence is rather
different. The main focus is on
entertainment distribution. This
in turn comes in two versions: ver-
tical integration between enter-
tainment groups and distribution
networks; and convergence in fele-
communications and entertain-

i ion cheomels.

business sense in that it will give
Viacom's cable networks ready
access to a critieal mass of films
and TV while sectu-
ing vuilets for Paramount’s prod-
ucts. But verﬁwéni;wgratign will,
at best, provide a partial way
forward. Entertainment compa-
nies need global distribution -
something no single cable net-
work will come close to delivering
- while no network will appesl to
consumers by distributing a single
company’s products.

In the second category comes
BT's planned move into videos.
The indostrial logic here is com-
pelling. There is sense both in
telephone utiltties carrying enter
tainment over their networks and
fn cable companies providing tele-
phone services over theirs, Sadly,
in most countries, such conver-
gence is stopped by regulation.

The reason for fesling more con-
fident about the currept conver-

wave compared _w:th previ-
ousonuisthaxitism;enlesshy
techno-hype end more by a popu-
iar application - entc_n.rtajnmar_lt.
Restructuring entertainment dis-
tribution does not, of course,
amount to follscale multi-media
convergence. But it may prepare
the way for snch a foture.

or more than three years

the bankers of postcom-

munist central Europe

have been walting in vain

for economic growth to
solve the problems of lossmaking
state enterprises.

Bqt gruwtp has proved elusive.
Iromcallly. thls_:s partly becanse the
banks, ill-equipped to assess risk
and weighed down by large levels of
bad debt inberited from the commu-
nist past, have been umable fo
respond flexibly and imaginatively
to the needs of a rapidly expanding
private sector.

Now, as Poland and the fast-track
economic reformers of central
Europe stand poised for a resump-
ton of growth, a radical overhaul of
the banking sector, including priva-
tisation of state-owned commercial
banks, has become a high priority
for governments, central banks and
western lending institutions.

The need for urgent modernisa-
ton was highlighted in a recent
report by the European Bank for
Reconstruction and Development
and a joint study by the World
Bank apd the International Mone-
tary Fund into the specific ailmeants
of the Hungerian banking system
(see below).

EBRD qfficfals estimate that bad
debts represent some 60 per cent of
the balanee sheet of the largest east
European banks, adding that recapi-
talisation and the iniroduction of
coinpetition, ideally through priva-
tisation, was now urgently needed.

Throughout the region, singling
out the main bad debtors has
become the first stage in tackling
the wider problems of undercapital-
ised, debt-laden banks. The second.
more expensive stage of recapitalis-
ation requires privatisation amd
funds from both tightly stretched
national budgets and international
institutions.

1t is in Poland, where the dangers
of an unregulated banking system
were graphically illustrated three
years ago by the failure of the
ART-B bank with an estimated loss
of $500m, that the privatisation pro-
cess is most advanced.

It began fowr months ago with the
sale of Wielkopolski Bank Kredi-
towy, the first of nine state-owned
commercial banks to be privatised
in the region; the EBRD is a princi-
pal shareholder. Last month the

province, would be auctioned to pri-
vate forelgn and domestic investors

first in the regiom, in late 1991, to
enact a comprehensive package of
western-style legislation on hank-
ruptey, accounting and commercial
banking. These laws have itro-
duced greater transparency, in tnmrm
revealing accumnlated losses at

system.

A joint World Bank and Interna-
tional Monetary Fumd study of the
banking system earlier this year
revealed the extent of the problem.

It showed that most of the comn-
&y’s banks, including the two larg-
est commercial banks, Magyar
Hitel Bank and Eereskedelmi
Bank, were “fechmically insolvent
according to internationally
accepted accounting standards”.
The report conclnded that “the
firancial system is wunabile to
finance the transformation to a
market economy”™.

The findings bave spurred the

Anthony Robinson and Nicholas Denton on the urgent
need for reform of central Europe’s banking system

Clean-up prior to
going on sale

lead on reform, the Czachs have
taken a different approach which
involves, first, the partial removal
of bad debt from the books of banks
awaiting privatisation. The Czech
government has set up a special
institution, the Konsolidacni Banka
{Consolidation Bank), to tackle
inter-enterprise debt. This has accu-

that they have not paid for.

An idea of the compulsive limits
that this process can reach was
revealed in a recent report by Sale-
mon Brothers, the New York-hased

ers

investiment bank The study noted
that muiunal default on payments
between enterprises grew 82-fold in
Russia over the first half of last
year and had become the main
sotrce of financing economic activ-
ity in that couniry.

Central Emrope does not have a
problem on the Russian scale. But
in 1991 a third of the total Kes250bn
debt portfolio of Komercni Bank,
the largest Czech state-owned com-
mercial bank, was transferred to
the Konsolidacni Banka, which acts
in effect as a state-financed “dust-
bin” for non-performing loans.

A different approach is being
attempted by the former Yugoslav
republic of Slovenia, which has
issned 30-year government-guaran-
teed bonds worth DM3.5bn. The

e

A frail system: the post-communist era has been to

bonds will he swapped for specific
portons of the bad debt held by
Ljubljanska Bank and other state-
owned commercial banks.

Across eastern Europe, refinanc-
ing inherited bad debts and
“cleaning” balance sheets is being
undertaken as a prelude to privati-
gation. It is accompanmied by an
explosion of spending on training
and new equiptrll:nt and a big effort
to supervisory func-
ﬁm central banks. The
Czech banks alone have created
50,000 jobs in the past three years.

In some cases, as in newly inde-
pendent Slovakia and Slovenia, cen-

tral banks have had to be created.
Elsewhere, existing ceniral banks,
which used to deal with virtnally all
banking business in the centralized
communist system, have been
remodelled on western lines and
told by their governmenis to con-
centrate on banking supervision.
Governments have also introduced
banking laws covering bankruptcy
and related issues, to bring flnan-
cial markets legislation into line
with the European Commumity.

To attract much-needed expertise
as well as fresh capital, western
banks are being encouraged to set
up local branches or take stakes in
the new state-owned commercial
banks (hived off from central
banks) and the small, under-capital-
ised local private banks.

ngh for central Enrope’s banks, especially those in Bungary

Many of the smaller private
banks were set up In the lawless
early days of post-communist
euphoria by privalte enirepreneurs
or enterprising state factory manag-
ers to raise capital for their own
needs. Some have already folded
and most face rapid demise unless
they receive mmjections of capital
and knowhow. Some, like Poland's
ARTB, have been closed affer the
belated discovery of large-scale

embezzlement.
The introduction of western-style

L E

exposed the fragile condition of
many of the region's banks. The
loan books of state-owned commer-
clal banks are full of what were
once regarded as the jewels of
socialist industry. But most of these
so-called jewels, especially the privi-
leged defence plants, were found to
be severely tarnished with non-per-
forming loans granted under polit-
g:; rather than economic, priori-
“Now the state-owned banks are
caught in a trap,” said Mr Gyorgy
Suranyi, a former governor of the
Hunpgarian central bank, who rums
Central-European Intermational
Bank, the oldest, largest and most
profitable of the private joint-ven-
ture banks set up with Hungarian
and foreign capital. ’

Hungary for capital

programme, designed to reduce
the budget deficit.

World Bank financing will in
turn allow the anthorities to inject
new capital imto the banks by the
vear-end. The World Bank has rec-
ommended an injection of Ft100bn
to bring capital ratios fo an iniiial
target of 4 per cent of risk-weighted
assets, a big step towards the 8 per
cent goal laid down by the Bank for
International Settlements.

estimates for their bad loan portfo-
Lios. While no official figures on
the exient of the problem are forth-
coming, initial signs are that the

defaulis and recapitalisation cosis
conld be higher than first thought.
This week, criminal investigations
by the chief prosecmior’s office
have also disclosed that frand, brib-
ery and other financial crimes have
eost banks Fil6bn-Fiishn.

Hungarian government officizls
alarmed by the cost of the bail-out,
are anxions to ensure that loan
losses never again spiral out of con-
trol. “We must not convey the mes-
sage that whenever you ran inio
difficulfies someone will bail yon
out,” says Mr Peter Bod, chairman
of the National Bank of Hungary,
the ceniral bank.

The authorities are therefore

.improving bank monitoring. The

Nicholas Denton on Budapest’s search for western aid

central bank has sei op its own
banking smpervision department.
And the Stade Property Handling
Company (AV RT), the holding
company which exercises the
state’s controlling stakes in the
largest banks, is also tightening
controls. “We have drawn up a list
of 10-15 indicators to monitor the
banks’ performance,” says Mr Sza-
boles Szekeres, AY RT chairman.
But monitoring by the amthori-
ties, at least in an economy which
is rapidly being liberalised, cannot
substitute for better management.
The greatest effort is required at
Magyar Hitel Bank, banker to Bun-
gary's largest and most troubled
enterprises and in need of the larg-

HUNGARY'S BANKS: A CAUSE FOR CONCERN [y

Risk Capital

“Bad loans mean higher provi-
sions. These require higher profits,
which i turn require the state-
owned banks to seek higher spreads
[between borrowing costs and lend-
ing rates] and higher fees. In this
way the banks gradually lose their
best clients or weaken the perfor
ﬂoe of those which remain," he

The handicaps borne by the new
state-owned banks have placed
them at a big digadvantage as they
try to confront competition from
banks such ag CIB and other joint-
venture banks, formed with foreign
partners or with the local branches
of wholly owned overseas banks,
Unencumbered by inherited debt
burdens. the banks with foreign
links have lured away many of the
state-owned commercial banks” best
customers, including the multina-
tional corporations and other for-
eign investors who have poured
maore than $3bn into central Europe
aover the past three years. For
instance, CIB has grabbed some
General Electric business from Mag-
yar Hitel bank, Humgary’s largest
b ial ban}

rperienced and globally
well-connected, the for-
eign banks have alsop
been able to pick up a
growing share of profit-
able niche services, such as foreigm
irade finance. But the specialised
state-owned foreign trade banks,
such as Bank Handlowy in Poland
or Hungary's Kulkereskedelmi
Bank, which in the commumist era
enjoyed a near mononoly of trade
finance, have managed to hold on to
a large share of this business
despite the inroads by new players.

As the World Bank, the EBRD,
and governments throughout the
region prepare to invest heavily in
an effort to clear the decks for
what they hope will be profitable
lending in the future, many of
the region’s most experienced pri-
vate sector bankers, like Mr Sur-
anyi, argue that the need for fur-
ther capital injections will persist
until the privatisation process is
complete.

But central European govern-
ments cannot afford repeated bail-
outs while committed to tight IMF-
imposed budget constraints and a
host of competing claims on their
slender resources. Ultimately. their
lack of cash will prove the most
powerful force behind the drive fo
modernise and privatise the bank-
ing system.

From then on, it will be up to the_
managers and shareholders of
baxks to shoulder the responsibility
for making lending decisions on a
purely commercial basis — and to
pay the price if they fail.

est recapitalisation.

The shake-up at Magyar Hitel
Bank began in April last year when
it appointed Mr Istvan Torocskei, a
former foreign exchange dealer at
the central bank, as its third new
chairman in three years.

Mr Torocskei's first act was to
order an andit of the loan portfolio.
Magyar Hitel Bank found that its
non-performing loans had tripled
from Fi25bn in December 1961 to a
peak of Fi78bn lasi year. Mr
Gyorgy Szepesi, deputy chiefl execn-
tive responsible for the investiga-
tions, says: “The amonnts, the level
of risk, the consequences of expan-
sive eredit policy up io 1991, all
gave us a shocking surprise.”

Now that the bank has a clearer
idea of the problem, it has moved
on to the remedial phase. This sum-
mer the board anthorised senior
management io set up a speciat cor-
porate fingnce unit. To manage the
nnit Mr Torocskei has brought in
Mr Robin Winchester, an experi-
enced international banker who
buailt wp Citibank Buodapest into
one of the most profitable forelgr

anthorities and imfernational insti- weighted adeguacy adecuacy recapitelise
tntions into action. A World Bank assals ratia % 4% capital banks in central Enrope.
delegation arrived in Budapest last adeqaumcy This “bank within a bank™, on
Hoanoal Testrasturing: Rugarian T~ Banks headquariors fn Badapests
A s - P s headquariers in Budapest's
officials say the loan conld total  ylecer Ba e e 22 . B ' banking hub, has taken over
$200m-8300im. . Magyar Kisiereskedelmi Sank 7%,1bn 121bn 161 . a8 responsibility for Hitel's 80 largest
One imporiant condition for Karsskedelm! Bank 161.7bn -13.Ton 45 20250 debtors and their ontstanding loans
World Bank assistance shonld be  Orszagos Yakarek Penctar 413.1bin -1.8hn 04 18.3ba of more than Fi100bn ($1.05bmn).
met today when the International  Other banks 263.5bn <20bn 1.5 30.5bn Hmngary's banking reforms depend
Monetary Fund is expected to ‘Total 124500 =40.3bn 3.2 99.3bn as much as anyihing on the snceess
approve Hungary's macroeconomic . Sewarce: Gracit Sultsa Fist Bston and Weskd Bank-dF projacions for 7252 OF this “bank within a bank”.
1 3 but then so did Mae West. ] of the shares in any flotation. “Let's | for a strongly worded missive on
Pr eSldenua‘l Genscher has distinet advantages. ToRY PARTY just say we would very much like Monday. The bean-counters savaged
b]. He is easily the public's favourite; CovTRAL to belp with the delivery,” he proposals emanating from HM
P1O ems he can also boast Ossie credentials explained Customs & Excise to prevent
- he was born in Halje, holding companies from receiving
R Poor Chatlalgzllor Helmggohl. StaxonyAnhaItta I:ls only handicap, V%ﬁfr:bates. Iy, lnst Priday
He despera wants an it appears, is Eohl would not riunately, i
German, or Ossie, to succeed wish t0 sa@ his former rival bask Bock and tackle Customs issued & press release
Richard von Weizsiicker as in such limelight. M Lord Palumbe says his father ammonncing it had all but
prasident. Yet the candidaie he gave him a maxim, which was “only | abandoned its proposals.
has in mind is cwrrently enjoying do one thing well”. This may Perhaps the tax faculty had
a miserable 5 per cent popularity Sma]hshwar explain the chairman of the Arts difficulty understanding the release;
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is Steffen Heitmann, 40-year-old Prince Hans Adam, the last square is Dieter Bock, joint chief just exhibiting their characteristic
justice minister of Saxony. monarch in Europe with any real executive of Lonrho, whose own caution and holding fire until they
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preaching the virfues of Now a new parliament has voted | Alfred Herrhausen, but he's still tandem with his Tiny Rowland, the original Customs proposals
nationhood, security and the need out its youngest ever.prime & dab hand at verbal finesse. Bock is perhaps trying to do many were announced last Octobar
for German womanhood to spend q:nisterafteroulrfqm-:qonths. in Milan yesterday for a rare things well. ——
more time at home. Despite such his own party deserting him bozrd meeting outside Frankfurt, Lonrho remains the priority, he
credentials, Heitmann has not yet because he put a member of the Kopper recalled Deutsche Bank’s says, but his assertion that his Writer’ S cram
been folded fully into the bosom opposition in charge of the civil role a5 2 co-founder 98 years ago involvement in Palumba’s praject p
of the CDU. service. of Banca Commerciale Italiana, would only eccupy a couple of days | B London's literary world was
Bt having shruggled to get The prince, who opined that the one of taly's biggest and most a year touched Palnmbo's buzzing . “Wanted -
Heitmann accepted in the Grst 34-year-cld Markus Blchel had done | prestigions financial institutions, perfectionist streak. How could billionaire art-lover" read the
place, the CD(F's movers and no wrong, warned again that he “We could be available for a Bock resist straying on to the site classified ad tucked away in the
shakers in Saxony are determined would dissolve parliament if they rebirth,” said Kopper, when quizzed { each day, given he passes iten FT’s London edition.
to see it through voted him out. Waich this space. | about bis bank’s possible interest | route to Lonrho HQ in Cheapside? |  Who was the “distinguished
Nevertheless, Hans Djetrich in buying assets from the newly playwright/aathor” planning to
Genscher, %ﬁﬁ foreign privatisation-minded ltallan leave England, “due to health”,
minister, is TN most 3 government, . offering £o sell 51 per cent of all
Pvotred Iy the e Democrats, | DAFtD pangs _ Then he realised the need to Optimum speed “past, present, future” for “%m"?
the junior partner in the governing | W Hilmar Eopper, chief executive avoid giving the impression that B Full marks to the tax faculty All Observer could discover was
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President calls on US to embrace global economy

Clinton underlines his
support for Nafta pact

By Nancy Dunne in Washington
and Damion Fraser
in Mexico City

THE White House vesterday
produced an extraordinary dis-
play of bipartisanship, pageantry
and salesmanship which laid to
rest any doubts about President
Bill Clinton's commitment to
congressional passage of a North
American Free Trade Agresment.

However. an unexpected fwist
in Mexico City saw President
Carlos Salinas using the same
occasion - for the signing of
labour, environmental and
import surge side agreements -
as an opportunity to downplay
the deal’s importance to the Mex-
ican economy.

“No one will do for Mexico
what Mexico does not do for
itself,” he said.

in Washington, Mr Clinton said
his administration would *“make
our case as hard and as weil as

we can,” in support of the pact
between the US, Canada and
Mexico. “Nafta will create jobs —
good paying jobs. If [ didn't
believe that, I wouldn't support
this agreement.”

The US ceremony began with
the entrance of Presidents Clin-
ton. Bush, Carter and Ford walk-
ing abreast to the strains of Hail
to the Chief.

Vice-president Al Gore, the
first up fo the podium, praised
the “long series of jtments
by presidents of buth parties”
which paved the way for Nafta.
He lauded tbe bipariisan US for-
eign policy, in pldce since the
secord world war, as "how we
won the cold war. . . how we pro-
moted peace and reconciliation in
the Middle East.”

Mr Clinton ad libbed at length
- too much length, so that the
three ex-presidents eventually sat
down - but he rescued his perfor-
mance with several moments of

real eloquence. Most important,
he framed the Nafta debate, in a
way that has been previously
lacking, as about whether
Americans would “embrace” the
changes in the global economy or
“try to resist them and iry to
preserve the economic structures
of yesterday™.

The president said workers had
become “vuinerable to fear tac-
tics - that is behind most of the
opposition to Nafta”. However,
he said, “when you live in a time
of change, the only way to
recover your security is to
broaden your horizons and to
adapt to the change.”

Each former president
suppori for Nafla. It fell to Mr
Jimmy Carter to take on Mr Ross
Perot, the hillionaire leading
opposition fo Nafta, as “a dema-
gogue ... who has unlimited
financial resources” and “is
extremely careless with the
truth”.

Jordan in
peace move

Coatinued from Page 1

ultra-orthodax Shas party, which
has effectively quit the Labour-
led coalition, said he had recom-
mended the party's spiritual
mentor to demand a referendum
be held on November 3.

Mr Deri said he had instructed
the interior ministry, which he
headed until his resignation took
effect vesterday, to make prepa-
rations for a referendum. No gov-
ernment decision has been made.

Two Palestinians died in fur-
ther violence in the occupied
Gaza Strip vesterday, including a
suicide bomber who blew himself
up in a police station in an appar-
ent protest at the peace deal

Mr Warren Christgpher, US
secretary of state, welcomed the
outline deal between Jordan and
Israel as a “signpost of the prog-
ress we hope and expect will
sSoon come”™ in peace talks involv-
ing Syria and Lebanon.

Rexrodt ends
peace role

Continoed from Page 1

quarters and the home of Mr
Lépez and sevem of his col-
leagues. Since then there has
been no further contact.

The public row between the
two sides has subsided recently
while the haul of documents and
250 computer diskettes seized
during the search i5 analysed.
Ms Dorothea Holland, the prose-
cutor in charpe, Is understood to
be examining computer data.

An independent probe at VW,
ordered by the group's supervi-
sory board, and underiaken by
auditors KPMG Deotsche Trea-
hand, is not expected to end for
at least another month.

Florida holidays
hit after murder
of another tourist

By George Graham
i Washington

HOLIDAYMAKERS are
cancelling frips to Florida. with
yesterday’s murder of a British
tourist creating the latest in a
series of foreign victims of vio-
lence in the state.

Florida police said Mr Gary
Colley, aged 31, was killed and
Ms BMargaret Jagger wounded
when they were attacked in a
lay-by near Tallahassee, the state
capital, in the early hours. Ms
Jagger was later released from
hospital.

Mr Colley’s death follows the
killing last week of Mr Uwe-Wil-
helm Rakebrand, a German tour-
ist. in a highway shooting in
Miami. He was the ninth for-
eigner to be killed in Florida this
year.

Mr Greg Farmer, the Florida
state secretary of commerce, said
cancellations at hotels and
resorts were running at around
20 per cent after Mr Rakebrand’s
Eilling, and the latest attack
would probably inflict more dam-
age on the state's $31bn a year
tourism industry.

"It is going to be just cata-
strophic. This is going to have a
very, very negaiive impact,” Mr
Farmer said

Mr Ken Fortune, the county
sheriff, said he believed the Brit-
ish couple had been chosen at
random, and not targeted as for-
eigners.

Governor Lawton Chiles
announced a $10,000 reward for
information leading to Mr Col-
ley’s killers, and he asked the
federal government for help in

the effort to crack down on
crime. The British and German
governments already issue warn-
ings to tourists ahout the dangers
of travelling in Florida, but
travel agents in Europe have gen-
erally distinguished Miami from
the rest of the state, and advised
their customers to pick destina-
tions such as QOrlande or St
Petersburg.

Six of the foreign visitors who
have fallen victim to Florida's
violence this vear were attacked
in the Miami area, but yester-
day’s shooting took place in the
ﬁate's guieter northern panhan-

e,

Tallahassee is a quiet town fes-
tooned in Spanish moss, more
akin to neighbouring Georgia or
Alabama than to the brasher
Miami coast.

Florida’s murder rate of 10.7
per 100,000 population, however,
is lower thap Georgia's and well
below the rate in states such as
Louisianz, New York and Texas.
Angd the murder rate in Miamj is
far lower tham in Bi \
Atlanta or St Louis, let alone
Detroit or New Orleans.

Mr Colley and Ms Jagger were
sleeping In their car in a rest
area around 25 miles from Talla-
hassee when two teenagers
approached their car and banged
on the windows. The two assail-
ants opened fire when the British
tourists tried to drive away.

An attendant at the rest arez
gave police a description of the
attackers, who escaped in a red
car with no licence plates.

Arcund 40m tourists visit Flo-
rida every year, and some 17 per
cent of them are foreigners.

French try
to protect
Europe
from
Hollywood

By David Buchan in Parls

FRANCE yesterday stepped up
the campaign to prevent what if
sees as an American attempt to
use the Gatt world trade negotia-
tions to swamp Europe with
Hollywood Glms.

Announcing yesterday an extra
FFré0m ($8.8m) in aid fo encomr-
age film-making in France, Mr
Jacques Toubon, France's culture
minister, also warned in an infer-
view with Le Figaro that if a Gatt
agreement were to cover the cin-
ema, the French government
“will not sign it

France is not threatening to
veto Gatt pver the cinema, gs it is
over agriculture, because it can-
not credibly claim that the liveli-
hood of less than 4,000 French
employed in fulltime film-mak-
ing is as vital a national interest
as the Arure of more than im
farmers. Paris would therefore
probably allow itself to be out-
voted on any audiovisual deal.

But Mr Toubon's statements
inject a sharper note of cultural
animosity into its relationship
with the US, already strained
over agricuiture.

Complaining that US films like
Jurassic Park and Last Action
Hero were already taking too
large a slice of the French cin-
ema market, the minister
claimed that Gatt's general free
trade principle of non-discrimina-
tion would make it impassible for
France to Kkeep its regular
FFri3bn a year subsidy for the
making of French films and its
requirement that French broad-
casters must air a minimum of
per cent EC-made flms.

The special aid announced by
Mr Toubon yvesterday is particu-
larly aimed at helping Freach
studios fighting competition from
lower cost locations in eastern
Europe and Portugal.

As with agriculture, France is
at odds with some of its EC part-
ners, and the European Commis-
sion, over the right approach to
the US in Gatt. Paris argues that
Europe must keep audiovisual
trade outside Gatt by claiming a
total “exception™ for it.

By conirast, the Commission
maintains that by including
audiovisual products, while
insisting on the “specificify™ of
this sensitive cultural area, the
EC would be better placed to
defend Community broadcasting
legislation, as well as the tougher
pnational provisions of countries
like France, from unilateral US
attack in the future.

The EC's television broadeast-
ing directive merely recommends
that European stations schedule
a majority of EC-made pro-
grammes. French legislation
requires national stations to air a
minimum of 60 per cent of EC-
made programmes, while also
subsidising local film-making
with the proceeds of a 55 per
cent levy on TV station turnover
and an 11 per cent tax on cinema
tickets.

Europe today

A front associated with a weakening depression

FT WORLD WEATHER

aver notthem Germany will cause windy and
rainy conditions over England, southem
Scandinavia, Denmark and the Baltic states.

Thundery showers will occur over the Balkans

and southern Haly. High pressure will persist
over Scandinavia bringing sunny intervals,
especially along the Norwegian coast.

Temperatures will stay unseascnably low with

widespread frast at night in Lapland.
A second low pressure area over the Bay of
Biscay will be responsible for unsettled and

coal conditions over the Low Countries, north-

west France and parts of Porlugal. Howaver,

south-gastemn Spain, Greaece and Turkey, will
have sunshine with temperatures between 25C-

30C.

Five-day forecast
A westerly fiow will continue to bring

depressions from the Atlantic to western and
central Europe resuilting in unsettied and cool
condtions. However, a ridge of high pressura,

passing the British Isles tomomow, and the
malniand over the weekend, will bring
temporarily drier conditions. Scandinavia will

stay ssttled and dry In most places. Southemn o
Europe will have sunny periods, but also a few j-'" '

thundery showers.
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Yesterday's economic Agures confirm
that Japan Is experiencing its very
own doubledip. Stagnation at home
and the brow-beating from Washing-
ton on trade can ouly increase pres
sure on the government to deliver an
econiomic package of substance tomor-
row. Twe rounds of blunt fseal stimu-
1os totaliing ¥24,000bn have failed to
stimulate recovery. Something more
imaginative is mow required.

Since Mr Morihiro Hosokawa's frag-
ile coalition is split on personal tax
cuis and the scope for deregulation of
bustess, ft is far from clear that be
deliver. Stll. serions gestures in
the direction of deregulation and mea-
sures fo stimuoiate personal consump-
tion might at least relieve upward
pressure on the yen. Evidence that the
structural causes of Japan's irade sur-
plus are fnally being addressed might
persuade the US to stop talking up the
dJapanese currency. The impact on the
markets would be all the greater if
such a package were to be followed by
a cut in official interest rates. .

While the trade surplus remains
stubbornly high in dollar terms,
though, anything more than a gentle
depreciation of the yen would again
tipset the apple cart with Washington.
On that basis the recent strengih of
the Tokvo equity market is perples-
ing. As in other markets low deposit
rates are encouraging z flow of
savings into equities. But without
coherent measures to nwrture 2 con-
sumer-led recovery, reasons for opti-
mism are few and far between.

Lafarge Coppée

Several special factors may have
helped protect Lafarge Coppée'’s half-
year earnings, bat ifs trading perfor-
mance has proved surprisingly resil-
ient nonetheless. Although the French
construction market has fallen away
sharply this year, Lafarge has con-
tained the damage thanks to its cost
cutting campaipr znd overseas expan-
sion. The US recovery has heiped off-
set the downturn in mainland Europe
while other markets, such as eastern
Germany and Brazii, have remained
particularly perky. The French cement
market is also proving more orderly
thap that m many other countiries.
While volumes have fallen sharply,
prices have remained relatively firm.
France is certainly better protecied
than the UK from cheap imports: its
main population cenitres are located
further from the coast making trans-
poriation costs prohibitive.

Despite its sanguine trading state-

THE LEX COLUMN

Japan’s double-dip

sectoy, many of whom are stﬂle—lﬂnr |

Seurce FT Graphite

ment, Lafarge cannot expect to evade
the downturn indefinitely. This per-
haps helps to explain why the com-
pany is now seeking to capitalice on
its share price sirength to raise
FFr2.3tn in new capital This will kesp
gearing within sensible limits and
may subsequently emable Lafarge to
pick off acquisitions. Many French
companies may be keen to follow the
example. With the Paris bourse touch-
ing new highs, companies must be
tempted to raise equity finance before
the privatisation deluge begins.

UK economy

The government muost be particu-
larly anxious to keep the lid on public
sector pay. Any hint of weakness
would undermine its credibility on
inflation and raise new worries about
the of the public sector horrowing
requirement. The result could be a
nasty setback in the gilts markst at a
time when the funding need is still
high. It is thus no surprise that the
Treasiry has come out with a stand
on pay which could bring it into direct
and embarrassing confrontation with
the review hodies. -

Cynics wiil say that that by allowing
increases to be financed by efficiency
gains, the government has opened the
door to spurious productivity deals
that will end up breaching its cash
limits. Douhbtless there will be an ele-
ment of fudge: it would be 2 miracle if
the government couid keep its wage
bill unchanged in cash terms next
year. But its 1.5 per cent limit for the
current year has worked better than
many anticipated and public sectar
workers will attract little sympathy
from their counterparts in the private

fraezes. :
milptgyough the Treasury’s plan looks
ambitious, the prospects are thos for |
continued constraint on public sectar

pay. Desirable as this may be for the | -
" gverall economy, it will not do munch
for consumer confidence. Individuals -

will need rising real incomes before.
rushing back to the housing market
and resnming purchases on credit
Indeed, there is an inherent contradic- §
tion betweer pay restraint working
only because of a weak economy znd
expectations of 2 sustained consumer-

led recovery. That makes yesterday's {. .
weak figures on mantfacturing output { |

Kingfisher

Kingfisher's passionate adoption of -

everyday low pricing is certaitly a
marketing success. The “key DIY™ ini-

tiative from B&Q has put a stop ta the |

blitzkrieg price battles of last year.

Since B&Q has by far the largest sites |

and is striving for high productivity, it. |
is well placed to win the trench war it
has started instead. Significantly, B&Q

increased its first haf profits while |-

Do It All's

Yet while it has sold the message,
Kingfisher has a long way to go before
it fully implements the low price phi-
losophy. Only some 20 per cent of
B&Q's sales are explicitly covered by
it and the company is clearly still tin-
kering. The jump in sales at Wool-
worth suggests it may have been a
little too aggressive in cutling gross
margins, Superdrug's poor perfor-
mance shows how its weak market
position makes it even more vulnera:
ble to supermarkets than Boots, how-
ever much Superdrug hypes its pramo-
tions.

The weak service element in several
Kingfisher chains also needs cotrec-
tion, while the tardy roll-out of elec-
tronic point of sale equipment makes
streamlining operations more difficuit.
Perhaps the arrival of Mr Alan Smith
from Marks and Spencer will help. He
brings experience of innovation,
systems and of grinding out consistent
performance gains.

As Kingfisher is having most of the
right ideas, however, it does not do to
carp. Its strategy may slowly throttle
some groups which are currently bet-
ter piaced. In the longer term King-
fisher's cash generation bodes wetl
and, who knows, even the French
romance with Darty may not end in
tears.
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: Turnover 4283 4023

s Profit before interest 33.0 32.6 | e

! Profit before tax 29.1 31.0 |

3 Earnings per share 12.5p 12.7p

Ordinary dividend 4.2p 4.2p
“We will continue to seek strategic acquisitions ‘

UL AN LA YT 0 e QB mpn 0 T AN VR G 8 AP B T e AN 1 A WS N on Vo R A

R e e o T

-

P ST

which develop our businesses and, as our markets
come out of recession, an increasing emphasis is

being placed on internally generated growth with a
number of key commitments already made.”

Geolfrey Wilson,
Chairman
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WORLD CLASS.
WORLD-WIDE.

- 3Perkins

Diesel engines from 5-1500 bhp.

Berking Group Headquarters Tel- 0733 57474,
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Spain to create
huge gas group
e .
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US fund managers Indulged in & "2 minor tidal
wave" of intemational investment in the first half of

Taylor Woodrow back in profit
Taylor Woodrow, the restructured UK construction
group, retwmed to profit in the first half posting
pre-tax profits of £10.1m ($15.5m) compared with
a restated £16.9m pre-tax loss in the year-ago

Trinity enfranchises investors
Trinity {nternational, the fast-axpanding UK regional
newspaper publisher, is to enfranchise its ordinary
shareholders. This will end the voting structure
which has made it Immune from takeover since it
floated as the Liverpool Daily Post & Echo in 1904.

Spanish goverrimant is preparing 1o create one

industriaf gas supplier, which is fully owned by'me’

Trinidad and Tobeago is haavily dependent on the
petrolsum sector, and has suffered in recent years
from a decline In production. Now the govemment
s moving to expand production of oil and natural
gas, and has changed tax laws. There is no lack of

Equities give a thriller in Manila
. G
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Lafarge to
make F¥r2.5bn
global issue

By John Ridding in Paris

LAFARGE Coppée, the French
company that iz one of the
world's largest building materials
groups, is seeking to capitalise on
the strength of international
stock markets through a share
issue worth about FFr2.5bn
($446m).

Mr Bertrand Collomb, chair-
man, said the proceeds of the
share issue, announced yester-
day, would be used to contain the
Ievel of the proup’s debt while it
expanded in rapidly growing
markets, He said the issue would
not dilute earnings per share,
even in the short-term, because
of the reduction in financial

The announcement of the
share issue coincided with the
Telease of the group’s resuilts for
the first half of the year, Net
profits were stable compared
with the first six months of 1992,
slipping 0.3 per cent to FFr&33m.
Sales of FFr14.3bn were 5 per
cent down or the same period.

Shares in the the company rese
sharply yesterday, by FFr3.3 to
FFra22.3. Market analysts in
Paris said this was because the
profits were stronger than expec-
ted while the share issue was
smaller than anticipated.

The new shares will represent

about 10 per cent of the group’s
capital. The shares will each
have a warrant attached, with
two warrants giving holders the
right to a further share. A bonus
share for every 10 shares held
will also be issued by the end of
the year,

Mr Collomb sgid the company
had decided against a rights issue
to atiract foreign investors and to
ensble the shares to be offered
simulianeously on international
markets. The shares will be
issued in Paris, London, Frank-

The programme will be
launched with the sale of the
state’s 73 per cent stake in
Banque Nationale de Paris within
the next few weeks.

Mr Collomb said the company’s
performance in the first half of
the year showed resilience in the
face of depressed European mar-
kets. Analysts forecast stable
full-vear net profits of about
FFr1.25bn.

Lex, Page 18

Seat board warns
of big loss despite

By Kevin Done,
Muborlndushycorreepmdeut:

SEAT, the Spanish subsidlary of-
the Volkswagen group, warned
yesterday that it expected to suf-
fer a loss of around Pial0Odbn
($784m) this vear.

The annowmcement followed a
crisis meeting of the Seat board,
which agreed a Ptal2lbn finan-
cial rescue package.

The meeting was called to dis-
cuss the company's deteriorating
financial position, which is likely
to be a significant factor in
ensuring that the Volkswagen
group will report a loss for the

year.

However, the VW supervisory
board was forced to admit earlier
this month that the group’s
financial performance was being
burdened by problems at Seat as
well as in North America and in
the Asia-Pacific region. It fore-
cast a profit for the full year only
for the VW parent company.

‘rescue package

Volkswagen agreed a financial
rescue package for Seat yester-
day, cenired on its takeover of
some of the main assets of the
Spanish snbsidiary.

In deals worth around Ptai20bn
Volkswagen is taking over
directly Seat’s plant at Pamplona
in northern Spain, which manu-
factures the VW Polo small car
range, as well as Seat’s Spanish
finance company, Fiseat.

At the same thne Seat manage-
ment has been ordered to draw
up an emergency plan for retim-
ing the compary to profit “by all
necessary measures including
cuis in the workforce™.

Seat said its financial perfor-
mance had been hit by a series of
factors including the sharp deval-
uaton of the peseta, which had
fallen by 30 per cent against the
D-Mark -in the past 12
months.

The devaluation had both
greatly mflated Seat's debt bur-
den — it has horrowed heavily in
D-Marks to finance the building
of its new 350,000-a-year car plant
at Martortell near Barcelona and

the costs of its materials and
components purchased from Ger-
many.

Purchase of Darty
helps Kingfisher
to 30% increase

By Neil Buckiey in London

KINGFISHER, the retall group
that includes Woolworths, B&Q,
Comet and Superdrug, showed it
was reaping the benefits from its
purchase of Darty, France’s larg-
est electrical retailer, as it
apnounced a 30.8 per cent
interim profit increase. .
Pre-tax profits for the six
months to July 31 rose from
£62.8m to Eﬁ gsfmsm) - towards
the expectations -
incm%g a £16.Im contribution
from Darty since the acquisition
was at the end of May.
Excluding Darty, profits
increased 8 per cent. .
Sir Geoffrey Mulcahy, chair-
man, warngd that retailing in the
UK wounld continue to be highly
competitive with increasing pres-
shre on margins. “But we have
seen a somewhat firmer unde'f-
tone to sales in recent months.
Sir Geoffrey claimed success
for Kingfisher’s strategy of lower-
ing prices to drive up volume,
with retail turnover excluding
Darty rising 9.4 per cent and all
four UK chains increasing mar-
ket share. But be said Kingfisher
faced a period of volume
increases outstripping profits
growth, while the group com-
pleted the “virtuous circle” by

vioe.cutti;ngeoslsandinm-easing

productivity.

The impact of the Mulcahy
strategy was clearest at B&Q,
which has adopted sn
low prices” campaign for 500
items, accounting for about 20
per cent of sales. Tarmover rose
8.5 per cent to £600m, et profits
rose only £1.5m to £41.6m.

At Superdrug, which has cut
prices on some products, sales
rose 44 per cent to £290m, with
profits unchanged at £12.8m.
Woolworths saw sales rise 12 per
cent to £514m, with profits rising
from £0.8m fo £2.1m, while Comet
increased sales 13 per cent to
£2210m, and tomed a £0.5m loss
into & £0.7m profit. Chartwell
Land, the property arm now
focusing on retail property for
the Kingfisher proup, hfted prof-
its from £17.6m to £19.5m.

The £16.lm contribution fom
Darty was in line with expecta-
tlons, but Sir Geoffrey warned
that sales had declined in recent
monthe, and liftle improvement
in the French eleciricals market
was likely umtil next year.

Group turnover, incloding
£155m at Darty, increased 17.7
per cent to £1.83bn. Earnings per
ghara rose 18.3 per cent to 10.3p,
and the interim dividend was
lifted to 4.4p (from 4.2p).

Lex, Page 18
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Richard Lapper reports on the international reinsurance market

When disasters lead
to riches in Bermuda

Reinsurance premiums S0ar...

nternational investors have

been gripped by enthusiasm

for the catastrophe veinsur-
ance market in recent months, A
string of new wventures has
brought more than $3bn in new
capital to Bermuda, the Atlantic
island whose loosely regulated
and tax-free offshore market has
been the focus of much receni
activity

The current boom ought to be
relatively long and very profit-
able. With the departure of up to
200 reinsurance companies
because of recent catastrophe
losses, rates have increased

sion has been too quick and that
the rapid supply of capital into
the market could lead to a
resumption of rate competition.
Mr Angus Runciman, analyst
with BZW, says: “The speed with
which the fresh capital has been
sucked in is alarming It could
end in tears” ]

Rates for catastrophe reinsur-
ance inftially rose steeply in 1990
and 1991 after billion dollar losses
sucked up to $10bn in capital
from the industry. Many leading
players - including the Gooda
Walker and Feltrim Lloyd’s syn-
dicates ~ were eliminated, reduc-
ing competition among the sup-
pliers of high-level covers and
destroying the so-called *“spiral”

typhoon in Japan in 1991 and
Hurricane Andrew in the US last
vear ~ have given impetus to the
upswing, strengthening the hand
of underwriters and allowing
them to force through price

Increases.

Mr Charles Skey, a veteran
London underwriter now work-
ing with a new Bermudian com-
pany, Mid-Ocean, says that rates
are “the best 1 have ever seen in
28 years of underwriting. We've
never had rates at these high lev-
els in four of the biggest markets
~ Japan, Australasia, North
America and the UK - at the
same time".

Over the past four years catas-
trophe rates for Japanese insur-
ers have risen more than 700 per
cent, while buyers in other mar-
keits have rates at least dou-
ble or triple.

Andrew in particular, which
with losses of more than $15bn is
the US's costliest natural disas-
ter, has been a decisive factor
prempting some reinsurance
companifes to leave the market.
“Andrew made people sit up and
realise the size of the numbers
we are potentially talking about,”
says Mr Runciman.

Mr Michael Butt, the former
head of Eagle Star who took over
as Mid-Ocean chief executive in
April, says the sudden shrinkage
of capacity in London accelerated
the udx:a.ce of developments in Ber-
m

I.nndonnmwm1m .
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Boumes: Harvey Bowrlng, BXW.

Marsh McLennan, the world's
biggest insurance broker, and
JPMorgan, the merchant bank,
spensored Mid-Ocean’s formation
last November with capital of
$350m. Less than a year later the
company has already been to the
US capital markets to raise an
extra $325m, has reported its first
profits and is preparing to siep
up the scale of its activities.

ince the summer, US and

overseas investors and

insurance companies been
launching new wventures at the
rate of almost one a week in Ber-
muda- There have been initia-
tives by American International
Group, the world's biggest
insurer, and General Re, the US's
biggest reinsurer. Last monih’s
decision by Swiss Re, the world’s
second biggest reinsurer, to join
forces with New York investor,
Mr John Head, to raise up to
$850m for a new Bermudian ven-
ture, is seen as an important
show of confidence for the Ber-
muda market,

Lopdon top has benefited. At
least three new reinsurance com-
panies have been formed this
year and the lure of profits is
encouraging institutional inves-

tors to look seriously at backing
new corporate members at the
Lloyd’s market.

Mr Butt suggests that the scale
of capital formation will be insuf-
ficient to reintroduce rate compe-
tition, dismissing comparisons
with the early to mid-1880s, when
a wave of speculative capital
flooded into London

New Bermwdian companies are
using their capital more cau-
ticusly than was typical in Lon-
don in the 1970s and 1980s. by
underwriting a maximum of 50
cents of premium for each dollar
of capital, giving them solvency
ratios at least twice as high as
was common five yvears ago.

Refnsurers are also now tend-
ing to underwrite what the mar-
ket calls bigger “net lines”,
retaining more exposure on their
own books. Mr Butt expects the
demand for catasirophe reinsur-
ance could increase as a result of
trends in the proportional rein-
surance market (where reinsur-
ers accept a proportion of pre-
mium from a direct insurer in

Big European rei.nsmr; such
as Munich Re and Swiss Re

which dominate this market are
placing limits on the amount of
catastrophe exposure they are
prepared to accept in propor-
tional deals, forcing many Buro-
pean insurers to by more catas-
trophe cover and lending support
to upward rating trends.

Nevertheless many in the
industry remain unconvinced
that the new capacity will not
affect rates. There are already
isolated reports that brokers are
attempting to use the threat of
competition to obtain better rates
and afthough Bermudian compa-
pies have so far tended to write
“following lines”, underwriting
portions of risk but leaving lead
underwriters in London to deter-
mine rates and conditions, this
could begin to change next year.

Some of the new Bermudian
capital is out to make short-term
profits. Next year if some of these
companies find they are writing
insufficient premiums they may
start to “press rates down”, sug-
one

“At the moment the new Ber-
mudian companies are swimming
alongside the whales. But how
long will it be before they wani
to make waves of their own?”
asks Mr Runciman.

Delta shares
fall as group
douses hopes
of recovery

By Andrew Bolger in London

SHARES in Delta fell 8 per cent
after the UK cables and engineer-

The group said: *“The UK
recovery as far as manofacturing
is concerned remains more anae-
mic than many observers sug-
gest, and activity in continental
Europe has yet to see the benefit
of progressive interest rate
reductions.”

markets remaining
depressed and any recovery in
the UK und Amsirzliz being lim-
ited to specific sectors of the
&conomy.”

Pre-tax profits fell frn!n

the UK rose 14 per cent from the
already high levels reached last
year to a new recard of £83.8m,
greatly bhelping o offset low
domestic demand. Currency
translation added £1.25m to the
profits fignre. Earmings per
share dipped to 12.5p (from
12.7p), but the interim dividend
was held at 4.2p,
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San Paolo stock falls on

[ ] o Pater Bruce in Madrid
news of banking link-u iti - ol e £ 00 e
pOSltlve Spanish government is so far to undertake. _ o
preparing to create one of the thaGovberment_ officials bel:m But its commercial fgrhng
Haig Simo i ies. 0- substantial tax breaks for a largest natural gas companies t_by merging Enegas are sometimes hampered
o Hela mian in len m'm“mtmﬁp number of years. The San US demand in Europe. Gas Natural, the Gas Natural, Spain wil be able the Gas Protocal of 1985,
SHARES m I[stituto Bancaric gamo-based BPL are situated Paolo group is expected to save ’ national domestic gas distribu-  to create a gas nompa.n_ytcapa- through which it is required to
San Paolo di Torino, [taly’'s big- in the wealthiest parts of Lom- about L70bn a year between | By Andrew Hill in Brussals tor 45 per cent owned by Rep-  ble of competing at an In g‘rg-‘li; supply gas to Spanish disiribn- -
gest banking group in asset bardy, Italy’s richest province. 1993 and 1995 once the deal is sol, the state controlled energy tiopat level with larger ri d tors at a fixed price. whatewer . .
terms, fell sharply yesterday as Shareholders in BPL will be completed. NET PROFITS at Barco, the | group, is to buy Enegas, such as Gaz de France an it is able to buy at on interna.
investors digested details of offered 10 San Paolo shares for Separately, the three banks | Belgian electronics group, | Spain’s monopoly industrial British Gas. . i tional markets. In 1691 Enegas
the merger with two quoted every 24 shares held. The swap have also reported first-half | increased by 34 per cent in the | gas supplier, which is fully Similar reasoning lay behind reported 10553513 of Pt;a.ﬁ;g be
: This formula is due to

subsidiary banks announced
on Monday night.

Stoek in San Paoclo, which
was floated in January,
dropped by allost 5 per cent to
L10,272. By contrast, shares in
Banco Lariano climbed by 4.4
per ceut to L4,750 while Banca
Provinciale Lombardz rose by
just over 3 per cent to L4,010.

The merger will confirm San
Paolo's position as [taly’'s domi-
nant banking group, with total
assets of about L200,000bn
($130bn) and almost 1.000
branches. However. the bank is
expected to maintain the sepa-
rate trading identities of its
three operations to retain cus-

ratio for Bance Lariano shares
involves 10 San Paclo units for
every 21 shares currently held.

The share price movements
caused little surprise among
apalysts, who said the terms
had been devised to encourage
sharsholders in the subsid-
iaries to take up the offer. If all
shareholders agree, the propor-
tion of San Paolo's capital
which is floating will rise to
about 26 per cent from about 22
per cent at present.

The amaigamation is pre-
deminantly tez-driven, with
San Paolo taking advantage of
a special talian law to encour-
age bank mergers by granting

earnings. San Paolo said net
earnings amounted to L213bn,
while Banco Lariano reported
net profits of L70bn and BPL
net profits of L67bn. None of
the banks provided comparable
figures for the previous year.
San Paolo is likely to need
all its tax savings to offset a
severe rise in bad-debt provi-
sions this year cwing to the
recession. The bank is believed
to be heavily exposed to the
troubled Ferruzzi group, and is
also among the principal lend-
ers to a number of other big
companies which are now
negotiating debt rescheduling
pacts with their creditors.

Crédit Lyonnais
to float third of

insurance unit
By John Ridding in Paris

CREDIT LYQONNAIS, the
French banking group, plans to
float one-third of Union des
Assurances Faderales, its
insurance subsidiary, on the
Paris second market, the com-
pany announced yesterday.

A spokesman [or Crédit
Lyonhais said that the decision
to sell a stake in UAF was part
of the group’s strategy of rais-
ing capital through the listing
of subsidiaries.

UAF is wvalued at about
FFri.6bn ($235m) in Crédit
Lyonnais’ accounts. A sale of
one-third of the group would
raise between FFr300m and
FFri0dm in capital, according
to analysts’ estimates.

Foilowing its listing, expec-
ted by the end of the year, UAF
will be one of the biggest com-
panies on the Paris second
market. One of France's 20
largest insurance groups, it
had turnover 1n 1992 of
FFra.49bn in life assurance and
FFr355m in general insurance.
Last year it pcsted net profits
of FFr3e8m. A spokesman for
Credit Lyonnais said that he
expected UAF Lo increase prof-
its by 10 per cent this year.

Ems-Chemie
spite of 13%

By lan Rodger in Vienna

EMS-CHEMIE, the Swiss
speciality chemicals group
headed by Mr Christoph
Blocher, has reported a 13 per
ceqt rise in operating profits in
the Orst cight months of the
year to SFrélin (+43.3m).

Howevwer, the group lorecast
oniy that operating profits in
the full year “should reach at
[east last year's Jevel”. Operat-
ing profit last vear was
SFri2m.

cautious in
advance

EMS, which sells a larpe vol-
ume of speciality chemicals o
the automotive industry, said
it assumed that its environ-
ment would continue to be dif-
ficult.

The recession ih Germany,
its most important market,
was likely to last longer than
in other countries, it said.

Sales in the first eight
months were down 4 per cent
to SFr554m, and the group said
full yvear sales could be slightly
below last year's SFr896m.

Warburg appoints head
of German securities

By David Waller in Frankfurt

S. G. WARBURG, the
London-based investment
bank, has appointed Mr Lutz
Wille as bead of securities for
its German operations.

For the past two years Mr
Wille, 34, has been chief fnan-
cial officer of the Colonia
insurance group, and before
that he spent 20 years at Com-
merzbank, latterly as head of
sexurities.

The appointment is symp-

tomatic of international invest-
ment bapks’' desire to recruit
high-ranking German finan-
ciers to help them penetrate
the difficult German market.

Warburg has had problems
in Germany, recently losing a
managing director and its
highly rated team of German
equity analysts to separate US
investment banks.

It has also suffered disrup-
tion as it moved its office
from Munich to Frapkfurt this
year.

Barco rises
34% on

first half of 1993 to BFr373m

take account of new valuation
rules - to BFr535m on saies of
BFri.12bn against BFr4.94hn.
Sales ontside the EC make up
31 per cent of total twrmover,

with 36 per cent In
the first half of 1992,

The group said it expected
the trend towards betier
results to continue in the sec-
ond half, in spite of the Eact
that Europe is suffering from
recession. “A slight recovery
of the economy can, as in the
US, bring with it a significant
increase in turnover,” the
company said yesterday.

Barco said that demand
its products remzined positive
in the US, which accounts for
27.5 per cent of the turnover
in the group's dominant divi-
sion, manufacturing video dis-
play units and projection

systems.

Cousolidation of goodwill
reduced current profits by
BFrl62m, compared with a
redoction of BFri56ém last
year, but current cash flow
rose from BFr9ssm to
BFri.03bn.

@ Almanij, the Belgian finan-
cial holding company, will pay
a net interim dividend of
BFr180 per share ai the end of
Qctober. The company is
extending this financial year
to 18 monihs to bring its
accounts in Jine with these of
Eredietbani, the Belgian bank
in which #t has a sobstantial
stake. In the 12 months to
June 30, the gromp made a
profit of BFr1.87bn, against
BFrl.71bn in the egulvalent
period. Kredietbank will
announce its interim results
tomorrow.

® The Earopean Commission
said it had cleared the puor-
chase by Alcatel Cable of the
submarine telecommunica-
tions systems and sateliite
television antenna basiness of
the UK's Northern Telecom
Europe Ltd a arit of Northern
Telecom of Canada, Reuier
reports from Brussels.

owned by the state.

The deal, it is understood,
could raise between PiaS0bn
and Ptai20hn ($939m) for the
government and help conirol
its billowing public deficit.

The move will transfer con-
trol of all of Spain’s gas pur-
chasing and distribution to the
private sector, reconfiguring
the power crrently invested
in Mr Oscar Fanjul, the presi-
dent of RepsoL

The purchase, which Gas
Natural will probably finance
through a capital increase,
could be finalised by the end of
the year.

Mr Fanjul, who has led a
series of partial privatisations
at Repsol to the point where
the state's stake has dropped
well below half, is also chair-
man of the Instituto Nacional
de Hidrocarburos, which con-
trois Enegas.

He has been a firm supporter
of faster privatisations than

the country’s nominally social-

Madrid’s support in the late
1880s for mergers among the
country's banks. i

Gas Natural was created in
1991 through a merger of Gata-
lana de Gas in Barcelona and
Gas Madrid. The group, con-

the big Catalan savings bank,
bas since been absorbing
domestic gas distributers

It now accounis for ahout 40
per cent of the gas sold in
Spain and has begun to com-
pete, with other state-backed
Spanish corporations, to buy
privatised assets in Latin
America. Last year, it took
comtrol of the natural gas dis-
tributor to northern Buenos
Aires,

The group made net profits
last year of Ptal2.3bn and ana-
Iysts are forecasting profits of
nearly twice that in 1995 as gas
consumption grows in Spain.

Accarding to the state's

Mr Oscar Fanjul, president of
Repsol, set to control both
supplier and distzibwtor

national epergy plan for 1991
to 2000, ncn-electric gas conl-
sumption will grow by 7 per
cent a year for the next seven
years, doubling its contribu-
tion to national energy col-
sumption from 6 per cent to 12
per cent.

Enegas, Spain's only
importer of natural gas, is also
the only supplier to the urban
distritutors, now dominated by
Gas Natural ]

It also supplies gas directly
to large industrial users out-
side the Basque Country ;and
Catalonia. It is building a pipe-

revised in 1985 and it Is pos-
sible that instead of throwing

tiations with distributors; the
government has thonght it
easier and more profitabie to- .

ide Enegas across the table to -
#ganjulandla(:aixa_andht

@ In a further "move
designed to shore up the gov-.
ernment’s shaky finances, .
Argeataria, the pool of state.

controlled banks which priva-- _

tised a part of its stock eartier:
this year, said yesterday it was

in touch with more than 4§ -

national and international

institutions in an effort to .
gauge enthusizam for a further. .

flotation soon. Argentaria was:

given cabinet permission ear- -

lier this month to float more
its shares.

Greek bank plans rights
to fund Balkan expansion

By Kerin Hope In Athens

COMMERCIAL Bank, Greece's
second-largest banking group,
is seeking to raise Dr49.3bn
($210m) through a rights issue
to help it expand inito other
Balkan markets.

The bank, which has a mar-
ket share in Greeee of about 20
per cent, reported pre-tax prof-
its of Drl4bn for the first half
of 1993, up from Dril.sbn the
previpus year.

Commercial Bank started
restructuring two years ago,
disposing of non-banking
assets and writing off some
Driibn in debt owed by public
sector Greek companies.

The bank last year sold a
loss-making shipyard to a Lon-
don-based Greek shipping com-
pany and a smafl banking sub-
sidiary, Bank of Piraeus, fo a
group of Athens businessmen.

It is considering a merger
with Ionian Bank, another,

profitable, subsidiary, which
has als¢ undergune restructur-
ing. The move would raise the
group's local market share to
over 25 per cent and add
another 100 branches to jts
Greek nstwork.

Another subsidiary, invest-
ment Bank, is being liquidated.
Most of its assels, amounting
to around DriSbn, will be
divided between Commercial
Bank and lonian Bank, the two
main shareholders. .

Commercial Bank's two-for-
five issue is being made at
Dr8,500 per share, close to book
value. Once the issue is com-
pleted, later this month, one
bonus share will be offered for
every 10 old shares held

About Dr30bn of the funds
raised will be used to set up

Greek commercial bank to
operate in Turkey.

Austrian construction

group to raise Sch850m

per cent of the unlisted 24m -

By lan Rodger in Vienna

BAU HOLDING, Austria’s
largest construction group, Is
raising around Sch830m ($75m)
in a cneforsix rights issue of
ordinary voting shares to ordi-
nary and preferred sharehold-
ers

The family conirolled group.
which has been expanding rap-
idly in eastern European mar-
kets, plans acquisitions in the
Czech Republic and Slovakia to
consolidate its position there.

Bau is the second Aunstrian
constrizetion group to seek new
equity in recent months,
arch-rival Maculan having
raised SchSsm in late June,
also to finance eastern Eurc-
pean axpansion. Maculan has
tended to concentrate its
expansion in eastern Germany
while Bau has spread its inter-
ests more widely.

The Haselsteiner family and
a few associates, who hold 73

ordizary voting shares, are oot
taking up their rights, so their

positionwilldroptoabuut_ 5 .
per cent following the issue -
harehold-

All other ordinary s .
ers, mainly an Austrian bank
and a few Bau executives, have
also waived their rights, .

Their shares will be placed
by Bank Austria and 5. G. Wat-
burg in domestic and interna-
tional markets. It is agreed
that about half of the total-
issue, that is, 450,000 shares,
will be placed internationally.

The 1.7m non-vofing pre-
ferred shares are held widely -
[ollowing a flotation in 1990.
Bank Austria is also under-
writing the 280,500 new ordi-
nary shares in the rights issue
allocated to them.

The price of the rights shares
is to be fixed on September 22,
and is expected to be close to
the currenf Schi,00) market
price of the preferred shares.
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to the holders (the “Bondhoiders™) of the

ECU 60,000,000 9%4% Guaranteed Retractable Bonds 1985-1992/1997
ECU 20,000,000 11% Goaranteed Retractable Bonds 19841997

FF 400,000,000 8%% Guaranteed Notes due 1993
U.S. $100,000,000 Guaranteed Floating Rate Notes due 1993

DA 100,000,000 7%

Swiss Francs 150,000,000 5% Bonds 1988-1994
Swiss Franes 100,000,000 6% Bonds 1985-1995
Swiss Francs 150,000,000 5%% Bonds 1985-1995
Swiss Francs 150,000,000 5/% Bonds 1986-1996
Swiss Francs 150,000,000 6%% Bonds 1989-1998
Swiss Francs 150,000.000 5% Bonds 1989-1999

HERON INTERNATIONAL FINANCE B.V.

Schemes of armangement in relation to Heron International N.V., Heron Inl.cma':.ional Finance B.V.,
Heron International Holdings Limited and Heron International PLC (the “Schemes™) were aﬁroved
the necessary majorities at creditors’ meetings and court hearings held on 28th June. 30th June and Sth July,
1993. The Schemes have been ratified or sancrioned by courts in England, the Netherlands and the
Netherlands Antilles. The Schemes are now unconditional and simply re
Schemes will be implemented on 24th September, 1993 (the “Implementation Date™). .

Under the Schemes, claims in respect of the Bonds are 10 be released in exchange for ¢ntillements to
Senior Bonds, Junior Bonds and New Common Shares. On the Implementation Date temporary global
securities representing the aggregate principal amouns of Senior Bonds and Junior Bonds issued by Heron
international Finance B.V. and the aggregate aumber of New Common Shares issued by Heron
International N.V. to which the Bondholders are entitled wiil be deposited with a common
Euroclear and Cedel. The temporary global securities will each be exchangeable, on the first date

icable after the Implementation Date (the “Exchange Date™), for definitive Senior Bonds,
5 and New Common Shares respectively in bearer and/or

‘The Bonds were de-listed from the Luxembourg Stock Exchange on L3th September, 1993 and will be
de-listed from the Frankfurt, Zurich, Basle and Geneva Stock
September, 1993. The last date for narmal settlement of trades in the Bonds will be 2{th Seprember, 1993.

The Seniar Bonds, Junior Bonds and New Common Shares have been accepted for clearance in bearer
form through Cedel and Euroclear. A listing of the Senior Bonds and the Junior Bonds has been applied for

reasonably
Junior Bo

on the Luxembourg Stock Exchange and

Derails of the new paying agents for the New Secugities, the Common Code reference numbers and the ’
Internationaf Securities Identification Numbers ([SIN) for the New Securities are as follows:

Common Code ISIN
Senior Bonds 4345148
Junior Bonds 4344464 XS0043444644
New Common Shares 4505508 ANN4OISPLO04
New Principal Paying Agent
The Chase Manhattan Bank, N.A.
Wooigate House
Coleman Street
London EC2P 2D
England
New Paying Agents
Chase Manohattan Bank Luxembourg 5.A. Chase Manhattan Bank (Switzerland)
5 Rue Plaetis 63 rue du Rhone
L-2338 Luxembourg-Grund 1204 Geneva
Luoxembourg Swiczerland
Banque Bruxeltes Lambert S.A. Deutsche Bank AG
24 Avenue Mamix Taunusanlage 12
B-1050 Bruxclles 60325 Frankfurt am Main
Belgium Germany

The purpose of this Notice is to describe what action, if any, you should take in order to receive your
Senior Bands, Junior Bonds and New Commen Shares, This wilt vary depending on how you bold your

Bonds as Follows:
L. If your Bonds are held on your behall

through Cedel or Euroclear, you need noi take any action yourself. The relevant custodian or Euraclear
or Cedel will debit your holding of Bonds and credit your securities account with your eatitlement to
Senior Bonds. Junior Bonds and New Common Shares and notify you of your new holding.

2. If you have physical custody of your Boads, vour entitlement to New Sccurities will initially be held on

your behalf by custodians. If you wish 10
and Relevant Coupons at the office of any

be available, on or after the Exchange Date, through the o
if you 50 request, may be delivered in accordance with your instructions, but at your risk and {except
nse. Definilive securities will be available in bearer and/or registered
form. You will need to specify to the relevant Existing Paying Agent whether you wish to receive

re seat by post) at your ex

definitive securities in bearer andfor registered formand, if you ?eufy the latter, you will need 1o specify

the name in which you wish the definitive
3. Information for Custodians: Custodians

Kassenverein AG or SEGA should receive informarion as to what action. if any. they should take
through the relevam clearing system. Custodizns of the Swiss Essues who hold Bonds within their own
vaulls should have seceived information s to what action, if any, they should take from either SEGA or
one of the Principal Paying Agents referred ta below. In case of difficulty a custodian should contact
Euroclear, Cede{ or one of the Principal Paying Agents referred to below as appropriate.

Save where otherwise defined, EON;PIBSSIO.IIS used in this Notice are as defined in the Scheme Document. If

you do not already have a copy of the Scheme Document, you may obtain one from the relevant Principal
Paying Agent at the address set out below:
ECU Issunes US § Issue
Banguc Indosuez Luxembourg Royal Bank of Canada Europe Limited
39 Alléc Scheffer 71 Queen Victoria Street
L3520 [.uxembourg London EC4V 4DE
Attention: Coupon Departmeat England
Attention: Bond Agency Department
French Franc Issue Deutsche Mark Issue
Crédit Lyonnais Luxem S.A. Deutsche Bank AG
26A Boulevard Royal Taunusanlage 12
L-2449 Luxembourg 60325 Frankfurc am Main
Altention: Affaires Financiéres Germany
Attention: Capital Markets
Swiss Franc Issues
Credir Suisse 5.G. Warburg Securities S.A.
Paradeplatz 8 118 rue du Rhdne
-8021 Zurich or CH-1211 Geneva 3
Switzerland Switzerland

Attention: Department XWV22

I{ yon are not aware of the identity of the Existing Paying Agents for your issue, please contact the rolevant
Principal Paying Ageat at the above-mentioned address.

15th September, 1993

NOTICE

Deutsche Mark Bonds of 1985-1995

of

{the "Bonds")

y remain to be implemented. The

depository for

registered form.
at the close of business on I6th

e listing is expected to be effected on 27th September, 1993.

by a bank or other firancial institution (a “custodian™) or

obtain definitive securities you should surrender your Bonds
Existing Paying Agent for your issue. Definitive sccurities will
of any of the Existing Paying Agents or,

securities in registered form to be registered.
whose Bonds are held through Euroclear or Cedel, Deutsche

Attention: Back Office Primary

HERON INTERNATIONAL FINANCE B.V.

FINANCIAL

arlier this year, the
Kuzla Lumpur stock
market was set ablaze
by a sudden surge in the
shares of Unlon Paper Hold-
ings, a small Malaysian com-
pany producing toilet paper
s stratospheric rise to
M$23 from M$1.73 was trig-
gered by ramours that Union
was about to ba taken over by
a co-operative linked to the
United Malays Natioaal Organ-
isation (UMNOQ), the political
party which has dominated
Malaysia's government since
independence in 1957.

But the takeover aoon
proved to be an illusion, and
Union's shares dropped fo
earth. They were subsequently
suspended, and many share-
holders lost heavily. The Union
fiasco highlights the influence
of politics — and in particolar
of UMNO - on Mzlaysia's cor-
porate community.

“Union Paper is only one
example of the way many
investors here make decisions
solely on political grounds,”
sald one Kuala Lumpur broker.
“Company fundamentals are
often ignored. The trouble is
that the local speculators are

At around US$105bn, the cap-
italisation of the Malaysian
stock market is bigger than
Taiwan, South Korea and Sing-
apore. Analysts point out that
funds from abroad, encouraged
by Malaysia's economic
growth, have been flooding
into Malaysian stocks recently.
Yet often outsiders are igno-
rant of loczl political consider-
ations.

UMNO’s corporate power

aq;lhinﬂueneegmwinhndem
with a government programme
called the New Economic Pol-
icy (NEP), which was nangu-
rated in the early 1970s.

At that time the Chinese,
who make up about 35 per cent
of the population, controlled

economic activities in the

ernment jobs, in education and
in business.

UMNO, the party of the
Malays which has traditionally
controlled all senior govern-
ment posts, used its political
elout to further Malay business
interests. In the process,
UMNO itself became directly
involved in the corporate sec-
tor.

By the mid-1980s, UMNO con-
trolled a complex web of busi-
nesses which stretched into
most areas of the economy.
Through the Fleet Group,
UMNO’s investmernt holding
company, the party owned the
New Straits Times Group, the
country’s leading newspaper
and publishing group.

In 1988, United Engineers
Malaysia (UEM), another
UMNO

Party assets were transferred
to trusiees following a split
within UMNO in 1888. Since

ESDAY SEPTEMBER 15 1993
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Politics of money dominates K

Kieran Cooke on accusations that business deals are used to furthﬁr

Stock Market Capitalisation

that time, the party’s extensive

business shareholdings have
been dispersed among various
groups and business people,
maest of them to be closely
connected with the UMNO
Baru party, or new Umno, led
by Dr Ma.ha' ; thir _M_ohamad.

The Renong group, a listed
holding company which now
controls of Malaysia's big-
gest conglomerates, was ihe
main vehicle for the transfer of
UMNO corporate assets.

r Daim Zainuddin, a

former finance min-

_ ister and now UMNO
treasurer, is adamant that
since 1883, UMNO has had no
business interests. “I categori-
cally state and place on record
that UMNNO is not involved in
any business,” said Mr Daim
earlier this year. "It does not
own any company, nor shares
in any company.”

Mr Terence Gomez, a Malay-
sian academic who has made
an extensive study of UMNO’s
corporate investments, says
that while it might be correct
to say that TMNO no lomger
bas direct conirol of compa-

. $om

i
i

100 150

nies, the connections are still
there.

“Umno patronage has led to
the formation of very powerful
business conglomerates,” says
Mr Gomez.

“Now a stage has been
reached when a business elite,
made up of bumipntras and
their Chinese partmers, and
with close connections to lead-
ing politicians, is able to domi-
nate & large segment of corpo-
rate life, It can also seriously
influence stock market behav-

jour.

The topic of “maney politics”
has hit the headlines in Malay-
sia recently as different fac-
tions within TUMNO line up for

two, in party elections due in
early November. .

Whoever wins the race is
sean as the likely successor to
Dr Mahathir as UMNO presi-
dent, and next in line to be

Opponents
of phundering state bodies for
-paign tunds. While MI.‘

yala Lumpur-

Malay interests -~

recent rise to prominence of
Malayslan Resources Corpi.
MRCB, with little experience ix
the power sector, bas become
the lezd partuer in & profect to
build, own and operate 'z
M$3.5bn power plant, - .- -

The company also played &
key role in a M$500m manage. .
ment bu_yout of th:nd N:t:‘ :
country's only independent T¥ -
gtation from Renong earlier

group, under its new manage-.
ment, has swung solidly
behind the finance minister. -

Some e

little apparent benefit to.

minority :

Managers of large foreign
funds have begun asking ques- .
tions about their investments
in Malaysia's privatised enti:
ties, particularly Tenaga
Nasional, the electrieity utility,
and Telekom, the telecommm- - -
nications service.

They say there is evidence of
growing political interferente -
in the cperations of these com-
panies, which undermines the -
privatisation process and condd
jeopardise long-term prospects.

“There are some noleworthy
companies here who get on
with business,” said one Kuala -
Lampur broker. “But for oth- -
ers, political connections are
all-important. The gystem is so
entrenched — it's part of the
business culture.”

Soft shoe start at Lithuanian stock exchange -

" q-_'f

LINEING champagne glasses,

paeans to capitalism and a row

of women in folk costume were
the main feature at yesterday’s ribbon
cutting ceremony at the Lithuanian
Stock Exchange in Vilnius. Trading vol-
ume came a poor secoid,

Modelled on the French system, the
first national stock exchange in the for-
mer Soviet Union hegan with 29 regis-
tered brokers and 19 listed securities,
including three offering preferred amd
ordinary shares.

The opening day was, by any stan-
dard, quiet with five securities traded
for a total turnover of just 1,630 Litas
($408). Silva, a footwear and haberdash-
ery concern, was the hot stock with 285
shares traded at Lts1.05 each.

The Parls bourse, which belped set up
the exchange under a FFr5m ($870,000)
grant from the French government, has
taken a cautions tack

Securities can rise or fall by no more

Matthew Kaminski finds a footwear
group making the running on day one

than 10 per cent between the weekly
Tuesday sessions. AR transactions will
be done by cash trade onl¥ on a book-
entry basis, with a clearing settiement
delay of four days.

The Lithuanian exchange, like the
one in the Czech Republic, grew
directly out of the mass privatisation
programme which has sold 1,586 state-

. pwned enterprises since 1991, Only 16

comparies were registered in time for
the siart of trading, but all companies
privatised by public offer eventually
will be listed.

Trading volume, in the meantime, i
going to stay tiny. Mr Stephane Rermus,
project manager from the Paris bourse,
plified to atiract small investors. "If

someone expects a million doflar turn-
over the first year,” he said, “they're
foolish.” .
Instead, a weak banking system,
shortage of capital and insider trading
are possible problem areas. Crime has
heen a prominent featore of capitalism
in the former Soviet Union. .
But Mr Remus views bankrupicy, not

yet seen in Lithuanian despite the exis-

tence of a year-old law,
thehiggem:1'.11:'9&11;tohal:IJn-lmex:ngend1'.|-mgt‘Ey p‘;hﬁ.:
trust in the exchange,

Vilnius hopes to emulate the growth
at other east European exchanges. In
Warsaw, turnover is pow running at
$250m per week. Budapest and Prague
manage weekly volumes of $5m and
$3m respectively.

Next in line is the Kiev exchange, doe
to open around the New Year. )
The Ukrainian government has set up
a central depository but has not yet

formalised the legal framework

needed for trading securities,
to Mr Paul-Francois Dubroeucq,

director for international affairs
and development at the Paris

success”, Mr Dubroeucq said. because
legal anq economic reform has been

synchromised.
At the freshly renovated

exchange
headquarters, only six of the 29 regis-
tered brokers have offices above the

main floor.

A lucky one, Mr Vaidas Savukynas, a
24-year-cld whe seven months ago

foutded his one-man brokerage,

reported a good first day: four deals,
worth Lis528 ($132). “Just the begin-
ning,” he said.
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NATIONAL Commercial Bank,
the Saudi bank, is to raise
paid-up capital to more than
SRSbn. (§1.8bm) from SR30.2m,
Reuier reports from Manama.

The capital increase plan
was completed last vear but
wiill be announced when pri-
vately-owned NCB's results are
published “in the next few
weeks,” according to Saudi
press reports.
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